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DAVID A. FORBES 


Commissioner of Insurance 
State of Michigan 


Fa Nye ig wikia ability, coupled with a knowledge of the problems of 
risk bearing gained from years of experience as the head of his own 
successful insurance agency, bespeak a successful administration for David A. 
Forbes, newly appointed insurance commissioner of the State of Michigan. 
A native of Grand Rapids, he served as president of the Michigan Association 
of Insurance Agents during 1940-1941. His committee appointments on the 
National Association of Insurance Commissioners include accident and health, 
fraternal and life. 
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IS SHORTSIGHTED ATTITUDE 


in this issue to a subject which 

can be depended upon to raise 
the blood pressure of some, to bring 
fanatical gleams to the eyes of oth- 
ers, and to give the average indi- 
vidual a headache. The subject is 
social and economic planning for the 
post-war era, which in recent months 
has displaced armchair military strat- 
egy as the great American preoccu- 
pation. 


A inti deal of space is devoted 


It is not the function of this pub- 
lication to draft any post-war social 
and economic plans of its own, of 
course, unless making up a dummy 
copy on brown wrapping paper just 
to see how it would look comes un- 
der that heading. But it does seem 
important that there be kept before 
those interested in insurance the out- 
lines of the principal proposals which 
are being advanced officially for the 
repairing and remodeling of our so- 
cial and economic machinery. For 
there can be no doubt that there is 
a great deal of complacency in insur- 
ance circles over such proposals, and 
no doubt that the adoption of such 
proposals or of even substantial por- 
tions of them could work profound 
changes in the business of insurance. 
Whether such changes would be for 
the better or for the worse depends 
somewhat upon the individual’s point 
of view, but obviously this point of 
view can be made a sound one only 
through careful study of the various 
proposals. 


The most specific of these is the 
so-called Beveridge Plan for making 
minimum social security available to 
virtually everyone in Great Britain. 
It is embodied in the report which 
Sir William H. Beveridge, well- 
known student of social security prob- 
lems, made at the direction of the 
British government. Its primary im- 
portance to the insurance business 





lies in its intention to make industrial 
life insurance and workmen’s com- 
pensation insurance mere elements in 
an all-embracing government scheme 
of social security, doing away with 
the furnishing of such coverage by 
private carriers. 


The proposals which strike closer 
to home are found in the two reports 
of the National Resources Planning 
Board which President Roosevelt at- 
tached to his message of March 10, 
1943, to the United States Senate. 
One of these, “National Resources 
Development — Report for 1943,” is 
a comprehensive if not too detailed 
plan for the transition of our econ- 
omy from war to peace, for the de- 
velopment of an expanding economy, 
and for the expansion of social 
services and security. The second, 
“Security, Work, and Relief Poli- 
cies,” is a hulky research report into 
government operations in this field 
over the past decade, with sugges- 
tions for changes and improvements. 

In the direction of social planning 
they do not seem to go quite as far 
as the Beveridge Plan. But both rec- 
ommend a system of government- 
sponsored disability msurance, which 
works naturally into a proposal for 
replacing workmen’s compensation in- 
surance without actually saying so. 


On other pages of this issue of 
the JouRNAL OF AMERICAN INsuR- 
ANCE will be found a summary of 
the two National Resources Planning 
Board reports, and a discussion of 
the workmen’s compensation insur- 
ance aspects of the Beveridge Plan. 
They are recommended to anyone in- 
terested in insurance, both in sum- 
mary and in the full text. 


Even among those who keep a 
fairly sharp eye upon Washington 
developments there has been a tend- 
ency to wave aside the National Re- 
sources Planning Board recommenda- 
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tions as merely another visionary 
scheme dreamed up by the impracti- 
cal professors who are supposed to 
pull the strings in the nation’s capi- 
tal. Press reactions to the reports 
were immediate and unfavorable. 
Confidence seems to abound that the 
Congress, in its present mood, can be 
depended upon to bury the suggested 
program in a pigeon-hole so deep that 
it never will see the light of day again. 
The House of Representatives has re- 
fused to appropriate adequate fur- 
ther funds for the National Resources 
Planning Board. A special committee 
of the Senate, with Senator Walter 
F. George of Georgia as chairman, 
has been set up to take charge of 
scrutinizing post-war plans. The sit- 
uation is assumed to be well in hand, 
as far as those who are unenthusi- 
astic about sweeping post-war social 
and economic changes are concerned. 


HAT the proposal will have 

rough sledding may or may not 
be true. Probably it will as far as 
some of the recommendations are 
concerned, for they go quite a bit 
beyond the usual conception of the 
desirable functions of government in 
this country. Probably other of the 
recommendations will be written into 
law eventually. And it might be well 
to remember that one of the pro- 
posals to which there probably would 
be least public objection would be 
that for a government system of dis- 
ability insurance. In effect this is 
held to be but another form of un- 
employment insurance, which is al- 
ready available. One need only read 
the Beveridge Report to see how 
convincing an argument can be put 
up for paying unemployment benefits 
to all — whether the unemployment 
rises out of industrial accident, other 
accident, illness or simple inability 
to find a job. 


It is not suggested, of course, that 
study of the proposals be confined to 
so narrow and obvious a field as the 
possibility of the replacement of 
workmen’s compensation insurance in 
private carriers by a general system 
of disability insurance under govern- 
ment auspices. Every insurance ex- 
ecutive has been getting plenty of 
first-hand experience in recent years 
in the handling of insurance on risks 
involving government contracts or 
loans of Federal funds, and knows 
that these present complications not 


JourNAL OF AMERICAN INSURANCE 


often found in connection with the 
ordinary risk. The plans outlined for 
demobilization of war plants and of 
wartime economic controls, the plans 
for development of an expanding 
economy, and the plans for regional 
development all make it plain that 
government will be more involved in 
industry after the war than it was 
before hostilities began. The single 
proposal for “extension and new 
forms of joint private and govern- 
mental partnership, through use of 
mixed incorporations, granting or in- 
surance of loans, or other joint ven- 
tures” presents possibilities which are 
worthy of the most careful consider- 
ation. 


It seems wishful thinking to con- 
tend that there will not be sweeping 
social and economic changes in Amer- 
ican life after the war, and to seek 
comfort in the fact that the present 
political situation promises a swing 
away from the policies of the admin- 
istration. Dismissing the National 
Resources Planning Board reports 
because they are couched in broad 
rather than in specific terms is a 
course lacking in realism. Only a few 
weeks ago Prime Minister Winston 
Churchill was commended for prais- 
ing the Beveridge Plan’s principles, 
while at the same time warning 
against being too specific in making 
commitments for post-war programs 
of expenditure. 


Few people would accuse Church- 
ill of being an implacable foe of pri- 
vate enterprise, and yet in speaking 
of the Beveridge Plan he stated: 


“The time is now ripe for another 
great advance and anyone can see what 
large savings there Will be in adminis- 
tration, once the whole process of in- 
surance has become unified, compulsory 
and national. Here is a real opportunity 
for what I once called ‘bringing the 
magic of averages to the rescue of the 
millions’. Therefore you must rank me 
and my colleagues as strong partisans 
of national compulsory insurance for all 
classes, for all purposes from the cradle 
to the grave. Every preparation includ- 
ing, if necessary, a preliminary legisla- 
tive preparation will be made with the 
utmost energy and the necessary nego- 
tiations to deal with the existing worthy 
interests are being actively pursued, so 
that when the moment comes everything 
will be ready.” 


Having everything ready, includ- 
ing a detailed understanding of just 
what is being proposed and of the 
background upon which the thinking 
of those making the proposals is 
based, might be a good idea for ev- 
ery responsible executive in the in- 
surance world. 


NEWS REDEFINED: 
BABUSHKA BITES EDITOR 


T is a universal failing to exhibit 

upon occasion a certain testiness 
over some small matter which is 
ignored by the rest of mankind. But 
ordinarily no one save an editor is 
rash enough to embalm his momen- 
tary annoyance in type, so that it can 
rise to haunt him from time to time 
in the future. Colleagues who have 
placed themselves in this position 
know that it can become an extremely 
uncomfortable one. 


Editorial heads have been shak- 
ing sympathetically, therefore, over 
an item which appeared in a recent 
issue of the Weekly Underwriter, 
an insurance trade publication of 
splendid technical and financial 
soundness which was established in 
1859. In news space, where none but 
a_ hot-under-the-collar editor would 
intrude his opinions, it had this to 
say: 

For many years as memory serves the 
women employes of insurance companies in 
the New York district have been noted for 
their snappy attire. Nowhere in the world 
could a more attractive group of women be 
found. During the past few weeks, how- 
ever. some of the misguided insurance fair 
sex have been wearing peasant headdress, 
worn by European women for centuries to 
indicate that they had no class. Three words 
of advice to the insurance women: “Take 
it off!” 

During the past few weeks, in- 
deed! More than three words of 
advice to the irascible fashions com- 
mentator of the Weekly Underwriter : 
“Better get back to those loss ex- 
perience statistics and fire prevention 
recommendations. Who sneers at the 
babushka and the fascinator ventures 
into deep water beneath which lies 
dangerous ground.” 


EDUCATING THE PUBLIC 
THE HARDEST WAY 


NSURANCE used to be consid- 

ered so mysterious a subject that 
it took a lot of coaxing to get even 
employes of insurance companies and 
insurance agencies to spend much 
time studying its intricacies. The job 
of getting the public to read the poli- 
cies it bought was considered hope- 
less. 


Time has changed all that. Now- 
adays there seems no line of activity 
which there is more eagnerness to 
investigate than the business of in- 
surance. From the opening of the 
Temporary National Economic Com- 
mittee’s inquiry into life insurance 
several years ago there has not been 
a day when some sort of official in- 





vestigation of one branch of insur- 
ance’ or another was lacking. 


The most prominent of those now 
in progress is the effort of the anti- 
trust division of the United States 
Department of Justice to demonstrate 
that certain rating and other activi- 
ties of stock fire insurance companies 
are violations of the Federal anti- 
trust statute. It is scheduled to be- 
gin rolling once more on May 3, when 
argument on a demurrer of the South- 
eastern Underwriters Association will 
open in Federal District Court at 
Atlanta. 


A similar action under a state anti- 
trust law, initiated by Attorney Gen- 
eral Roy McKittrick of Missouri, has 
progressed past the preliminary stages 
and may be expected to become more 
interesting shortly. 


In New York an investigation of 
the operation of that state’s work- 
men’s compensation law has been 
going forward for several months un- 
der the direction of Commissioner 
John E. Bleakley, and public hear- 
ings have opened only recently. Earl 
testimony indicates that abuses will 
be uncovered. 


HAZARDS AND JOYS OF 
LIFE IN A FIREHOUSE 


LIPPING from a recent issue of 

the Salt Lake City (Utah) 
Tribune which seems to raise a: ques- 
tion or two: 


R. A. Hart, secretary and treasurer of 
the Utah Building and Construction Con- 
gress, wrote the city commissioners that, 
as the result of a state-wide survey of pos- 
sible fire and panic hazards “attention was 
directed first to existing conditions in the 
central fire station and public safety build- 
ing at Salt Lake City.” He submitted a 
report prepared by the congress, and of- 
fered the services of the organization in 
any possible project to alleviate the haz- 
ards. 


The report declared that the fire station 
is “one of the most deplorable situations 
that came to the attention of the congress. 
This is the heart of the city’s fire fighting 
department. The equipment, alarm system, 
offices and sleeping quarters for firemen 
are housed in this building. It is a dis- 
tinct fire hazard and structurally is in such 
condition that any day it may collapse. The 
next werst hazard in our opinion is the 
city jail and the public safety building. 
This building houses the police department, 
and is a fire trap and is in a bad state of 
repair.” 


On second thought these are para- 
graphs which might even raise an eye- 
brow. They conjure up visions of 
week-end safekeeping prisoners writ- 
ing indignant letters to the editor of 
the Salt Lake Tribune complaining 
about rusted sprinkler heads in the 
bull-pen, of firemen clad only in long 
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woolen underwear being rescued from 
the blazing inferno of the Salt Lake 
City central fire station by public- 
spirited citizens, etc. On third thought 
even two eyebrows might be raised. 


SMALL SCALE OPERATION 
IN STENOGRAPHER LURING 


T one time it involved no more 

than skimming through any 
given week’s insurance publications 
to come up with three or four ex- 
amples of the doings of individuals 
more or less prominent in the stock 
insurance field which truly were 
worthy of comment. It was, to em- 
ploy one shopworn simile which 
would bear investigation by a joint 
committee of competent ichthyologists 
and ballisticians, like shooting fish in 
a barrel. 


This is, of course, no longer true. 
Stock insurance people nowadays 
are inclined to leave all comment 
to the duly authorized spokesmen 
for their associations and — since 
these fellows invariably are coached 
by public relations experts — their 
pronouncements and their doings 
have come to have all of the sparkle 
associated with the pronouncements 
and the doings of corporation lawyers. 


Once in a while, however, some- 
one leaves the gate open and one of 
the boys gets loose. We have in mind 
a letter written recently by Mr. Elmer 
Salzman, secretary-manager of the 
Detroit Association of Insurance 
Agents, who lays claim to being a 
public relations expert in his own 
right. The letter read: 


DETROIT ASSOCIATION OF 
INSURANCE AGENTS 
1206 Detroit Bank Building 
Detroit, Michigan 


To the Stenographer 
Blank Mutual Insurance Company 
Detroit, Michigan 


Several fine positions are now open 
in well-established offices with a good 
future. Working conditions are excel- 
lent, and salary is above the average. 


If you know anyone who would be 
interested, kindly refer them to me. 
There is no obligation or charge of any 
kind. 

Very truly yours, 


ELMER SALZMAN. 


It is amusing to contemplate, nat- 
urally, the course which such a let- 
ter must have followed through the 
office of thé Blank Mutual Insurance 
Company. The furrowed brow of the 
mail clerk as she slit the envelope, 
the puzzled conférence with the of- 
fice manager as to whom the missive 
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should go, the selection of a tried- 
and-true stenographer who was sat- 
isfied with her job and had no stenog- 
rapher friends, the wondering whether 
there is a government bureau to which 
such perfidy can be complained of, the 
probable final decision to draft the 
office’s best literary talent to write Mr. 
Elmer Salzman a letter. 


But in more serious vein there is 
something wrong with a branch of 
the business whose representative 
could conceive a cheap campaign of 
this sort to pirate the workers em- 
ployed by competitors. It is conduct 
lacking in ethics, dignity, and pride, 
and is not at all in keeping with the 
importance and standing of the busi- 
ness of insurance. In the presence 
of such methods all big talk about 
public relations is merely a waste 
of words. 

* * Ss 


UNSCRAMBLING A MIXUP 
IN PUBLIC RELATIONS 


HE trade press says that Presi- 

dent David A. North of the 
National Association of Insurance 
Agents is distressed no end over the 
improper inferences which have been 
drawn from his organization’s recent 
announcement that it is all set to 
engage in a whopping program of 
public relations in behalf of the stock 
fire insurance and casualty insurance 
agent. The improper inferrers con- 
sidered the announcement of a public 
relations program the tip-off that the . 
stock agents were about to set up a 
lobbying network, with its heart and 
brain in Washington and what used 
to be called its slimy tentacles writh- 
ing into each of the State Capitols. 


Certainly President North has 
every reason to be indignant, and to 
make it clear that the public relations 
program of the stock insurance 
agency organizations will have no 
connection whatever with the lobby- 
ing programs of tht stock insurance 
agency Organizations. 


Anyone of practical experience 
knows that there can be no possible 
connection between the legislative ac- 
tivities and the public relations activ- 
ities ‘of the stock insurance agents’ 
organizations. The legislative pro- 
grams are rough operations designed 
to extract from the insurance-buying 
public its eyeteeth and its wallet; 
the proposed public relations program 
is the anaesthetic designed to soothe 
the insurance-buying public while this 
operation is being performed. 


That the two could be handled as 
parts of the same program is ridicu- 
lous. 
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N the afternoon of March 10, 
O 1943, Senator Robert M. La 

Follette, then presiding over 
the United States Senate, laid be- 
fore that body a brief message from 
President Franklin D. Roosevelt 
which was destined to get a decidedly 
cool reception from the membership. 
Its subject was social and economic 
planning for the post-war era, a pie 
in which everyone seems to want to 
have at least one finger. The mes- 
sage read: 


“To assist the Congress in the de- 
velopment and consideration of ap- 
propriate legislation to achieve nor- 
mal employment, to give assurance 
for all our people against common 
economic hazards, and to provide for 
the development of our national re- 
sources, I am transmitting herewith 
two reports of the National Re- 
sources Planning Board. 


“The first, ‘National Resources 
Development — Report for 1943’, 
presents the results to date of the 
Board’s work on post-war plans and 
a record of wartime planning activi- 
ties. The Board proposes measures 
to meet the problems of the transi- 
tion period from war iv peace and 
for the longer range development of 
an expanding economy. It is ap- 
propriate that each year the immedi- 
ate programs contained in the Budget 
of the United States should be con- 
sidered by the Congress in the light 
of much longer range plans and pro- 
grams. To facilitate such use of this 
report I recommend that the report 
be printed in accord with the past 
custom. 


“We can all agree on our objec- 
tives and in our common determina- 
tion that work, fair pay, and social 
security after the war is won must 
be firmly established for the people 
of the United States of America. 


“Men in the armed forces and all 
those engaged in the war effort 
rightly expect us to be considering 
their future welfare. 


“We fight today for security for 
our nation and at the same time we 
can endeavor to give our citizens and 
their families security against at- 
tacks from without and against fear 
of economic distress in old age, in 
poverty, sickness, involuntary unem- 
ployment, and accidental injuries. We 
need to look forward to the accom- 
plishment of these objectives — world 
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Blueprints or Water Colors? 


The President’s National Resources Planning Board 
Unveils Its Concept of Life in A Post-War America 


Photo by Acme Newspictures, Inc. 


THE PRESIDENT 


peace, democratic society, and a dy- 
namic economy. 


“The second report transmitted 
herewith, on ‘Security, Work, and 
Relief Policies’, has been developed 
over the last three years by the Na- 
tional Resources Planning Board, at 
my request, with the cooperation of 
the Federal agencies concerned and 
with the help of citizens with special 
knowledge and competence in this 
field. It reviews the accomplishments 
and experience of the last ten years, 
pointing out some of the weaknesses 
of our security system, and suggest- 
ing ways of improving and strength- 
ening the whole program. 

“Because of their basic impor- 
tance to our national welfare during 
the war and after the war, it is my 
earnest hope that the Congress will 
give these matters full consideration 
during this session. We must not re- 
turn to the inequities, insecurity, and 
fears of the past, but ought to move 
forward to the promise of the future. 
When the Congress has agreed on 
procedures for the consideration of 
these problems, the executive agen- 
cies responsible for the administra- 
tion of programs in these fields are 
prepared to provide the Congress 
with all assistance in their power in 


", . he gave Senators something to chew on... 


devising appropriate ways and means 
to accomplish these high purposes.” 


First of the attached documents 
was “National Resources Develop- 
ment — Report for 1943”, a not too 
bulky 81-page outline in very general 
terms of plans for transition from 
war to peace, for development of an 
expanding economy through co-op- 
eration of government and private 
enterprise, for services and security, 
and for action by state and local gov- 
ernments and regions. The second 
was “Security, Work, and Relief 
Policies”, a huge 640-page volume 
weighing some five pounds which was 
largely a history of the activities of 
government in these fields over the 
past decade, and which had been 
submitted to the President as long 
ago as December 4, 1941. 


The very bulk of the second re- 
port was enough to inspire a general 
throwing up of hands; the impossi- 
bility of evaluating it without care- 
ful study made for an unfavorable 
editorial reception. Consensus seemed 
to be that, whatever public enthusi- 
asm might have been roused for the 
briefer report on post-war planning, 
the weight of the companion volume 
was certain to be a drag on it. The 
belief was that the executive had 





tied a sashweight to his program be- 
fore throwing it into the Congress- 
ional well. 


The message and reports were re- 
ferred to the Senate Committee on 
Education and Labor, but it was in- 
ferred that they would be re-referred 
to a Special Committee on Post-War 
Economic Policy and Planning, to 
be set up under a resolution offered 
by Senator Walter F. George. Two 
days later the George resolution set- 
ting up the special committee was ap- 
proved, its function being set out in 
the following language: 

“It shall be the duty of the special 
committee to investigate all matters re- 
lating to post-war economic policy and 
problems; to gather information, plans, 
and suggestions from informed sources 
with respect to such problems; to study 
the plans and suggestions received; to 
report to the Congress from time to 
time the results of findings made and 
conclusions reached. It is the sense and 
purpose of this resolution to make 
accessible to the Congress, through the 
special committee, the most complete 
information respecting post-war eco- 
nomic policy and post-war problems 
that is available, to the end that Con- 
gress may be advised respecting those 
problems and in a position to formulate 
solutions with respect to them which 
will result in the greatest contribution 
by the Congress to achievement of a 
stable economy and a just peace. It is 
intended that full authority to accom- 
plish this general purpose shall be 
granted by this resolution.” 


HE ten members of the George 

committee — six Democrats and 
four Republicans — were named by 
Vice-president Henry A. Wallace, in 
his capacity of President of the Sen- 
ate. They are in addition to Senator 
George as Chairman, Senator Alben 
W. Barkley of Kentucky, Senator 
Scott W. Lucas of Illinois, Senator 
Carl Hayden of Arizona, Senator 
Joseph C. O’Mahoney of Wyoming, 
and Senator Claude Pepper of Flor- 
ida — all regarded as strong ad- 
ministration supporters. The four 
Republicans named are Senator 
Charles L. McNary of Oregon, Sen- 
ator Warren R. Austin of Vermont, 
Senator Arthur H. Vandenberg of 
Michigan, and Senator Robert A. 
Taft of Ohio. 


General tenor of the complaints 
heard against the National Resources 
Planning Board post-war plan was 
that it was a vague and extremely 
generalized program, a sort of dreamy 
expression of good will that did not 
come to grips with such realities as 
financing and the legislation which 
would be required to make its pro- 
posals effective. It suffered by com- 
parison with England’s less ambitious 
Beveridge Plan, which was finan- 
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cially specific down to three decimal 
places. The fact that it had been 
advanced by the National Resources 
Planning Board — to which the 
House of Representatives recently 
refused to grant the $1,400,000 ap- 
propriation necessary for another 
year of operation — was held against 
the proposal. 


Typical of the reaction of moder- 
ate sections of the press was per- 
haps the following excerpt from a 
New York Times editorial: 


“The: Board proposes, in addition to 
greatly extended and increased social 
insurance and social assistance pay- 
ments, Government provision of work 
to all adults who are willing and able 
to work, if private enterprise is unable 
to provide employment. Such a pro- 
gram would involve Government costs 
of undetermined dimensions. It would 
accelerate a trend toward Socialism. It 
would rest on the assumption that if 
full employment were lacking it was 
necessarily the fault of inherent short- 
comings in private industry, rather than 
of governmental policies and controls 
that prevented private industry from 
functioning. Throughout both reports 
there runs a strong paternalistic note; 
most of the country’s citizens seem to 
be regarded as wards of the state unable 
of their own initiative to do anything 
whatever without counseling and guid- 
ance from Washington. ... The other 
main program presented by the National 
Resources Planning Board concerns 
post-war plans. This, too, leans heavily 
on the socialistic side. It presupposes 
continued and ever-increased Govern- 
ment intervention and control at almost 
every point, with very little left to pri- 
vate industry and the initiative of pri- 
vate citizens. 
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But although there was unfavor- 
able early public reaction to the broad 
outlines of social and economic post- 
war plans laid down in the National 
Resources Planning Board reports, 
as measured by press comment and by 
the statements of various individu- 
als in public life, there, seems to have 
developed since a mild inclination to 
look into the proposals which the 
reports outline. Thus so conserva- 
tive a Washington commentator as 
David Lawrence has pointed out that 
this plan “represents a challenge.. No 
other has been presented by the other 
side. On those who disagree with its 
recommendations rests the responsi- 
bility of pointing out the fallacies of 
the plan.” 


THE JOURNAL OF AMERICAN IN- 
SURANCE is a publication which con- 
ceives its field to be comment upon, 
and analysis of, significant develop- 
ments in the business of fire insur- 
ance and casualty insurance. Upon 
this theory it should, perhaps, confine 
itself to discussion of the extent to 
which adoption of the National Re- 
sources Planning Board proposals 
would affect fire insurance and casu- 
alty insurance, But the changes which 
these reports propose in our social 
and economic lives are so funda- 
mental and so far-reaching in their 
probable effects that such limitation 
is impossible. Since insurance is a 
business which interlocks closely with 
all other business it is apparent that 
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these proposals can have an over- 
all effect upon insurance which could 
be revolutionary. For this reason 
it seems logical that the principal 
changes which would be effected were 
the National Resources Planning 
Board’s recommendations translated 
into legislation should be presented 
here in outline. 
i 

HE first of the post-war prob- 

lems which the reports take up 
is that of demobilization. This in- 
volves demobilization of men from 
the armed forces and from war in- 
dustries; the demobilization of war 
plants, machines, and war contracts ; 
and the demobilization of wartime 
economic controls. 

In connection with the demobili- 
zation of men there already is a re- 
employment division within the Se- 
lective Service System which directs 
the work of local reemployment com- 
mittees in replacing in industry all 
individuals released from the services. 
Programs of vocational education are 
to be adapted and retained. Service 
men’s rights under our social insur- 
ance systems are to be guaranteed, 
with possible provision for a sizeable 
dismissal wage from the armed forces. 
Dismissal wages for civilians em- 
ployed in war plants also are being 
studied, with the possible corollary 
of extension and liberalization of un- 
employment insurance, 

In connection with the demobili- 
zation of war plants, machines, and 
war contracts there have been rec- 
ommended for consideration: 

(1) The orderly conversion of un- 
needed war production facilities to 
civilian use through disposal to pri- 
vate operators able to proceed with 
their conversion to peacetime use; 
prevention of monopoly control of 
plants; planning for more desirable 
regional distribution of manufactur- 
ing by retaining in operation selected 
plants which were financed during 
war by the government ; technical as- 
sistance to private operators of war 
plants to find the most appropriate 
peacetime use for plant and labor; 
placing of government orders for de- 
velopment projects such as urban re- 
construction, river basin development, 
agricultural rehabilitation, and mod- 
ernization of transportation; provi- 
sion for plant rehabilitation grants to 
be used for conversion of plants to 
peacetime production; granting of 
low interest rate government loans 
to projects approved for conversion ; 
and immediate provision in Federal 
tax laws for establishment of “post- 
war conversion reserves”. 

(2) Selection of war plants to 
be maintained in operation or in 
stand-by condition. 
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(3) The continuation of certain 
war contracts needed for maintenance 
of military forces and the like, so 
far as possible in areas where the 
replacement of wartime production 
by peacetime activity is likely to be 
slow and difficult, and where sudden 
termination of contracts would cause 
undue hardship and disruption of 
community life. 

(4) Arrangement for speedy liqui- 
dation of all other war contracts. 

(5) Assistance of small producers 
and distributors and small enter- 
prises which are war casualties. 

(6). Development of new indus- 
tries, new processes, and improved 
products by research work within the 
government, increased assistance for 
research to private activity, aid in 
the dissemination of information on 
new materials, new processes, and 
new uses, maintenance of free access 
to use of both old and new materials 


and processes unhampered by misuse © 


of the patent system. 

(7) Extension and new forms of 
joint private and governmental part- 
nership, through use of mixed in- 
corporations, granting or insurance 
of loans, or other joint ventures. Gov- 
ernment is already taking consider- 
able part in the management of the 
many war industries which have been 
greatly expanded by the use of gov- 
ernment funds. Consideration should 
be given to the desirability of various 
types of partnership in the direction 
of those industries of crucial impor- 
tance in both a wartime and a peace- 
time economy and in which the gov- 
ernment has made great investments. 
In this category are aluminum, mag- 
nesium, shipbuilding and aircraft. 
Government has a direct responsi- 
bility and should participate in the de- 
cisions as to what areas and what con- 
cerns should continue to operate in 
these industries. 





The Superintendent of Documents, 
United States Government Printing 
Office, Washington, D. C., supplies 
copies of “Security, Work, and Re- 
lief Policies” at $2.25 each, and 
copies of “National Resources 
velopment — Report for 1943” at 
25c each. 











In connection with the demobili- 
zation of wartime economic controls 
the Board points out that their relax- 
ation, modification, or retention de- 
pends upon the length of the war, 
but that it is probable some will have 
to be retained. Its opinion is that: 

(1) Many of the policies affecting 
present controls will be reversed. 

(2) Regulations which limit pro- 
duction of certain goods can be 


changed radically almost as soon as 
war ends. 

(3), Consumer goods rationing 
probably will continue in order to 
secure more equitable distribution of 
scarce supplies, and to prevent violent 
increases in prices. 

(4) It may be necessary to con- 
tinue rationing durable consumer 
goods for a longer period than other 
types of consumer goods. 

(5) Allocation of scarce raw ma- 
terials should be retained until do- 
mestic and foreign producers have 
been able to supply sufficient quanti- 
ties to reestablish a normal peace- 
time market. 

(6) Control of distribution of in- 
dustrial and construction equipment 
will be needed so priorities can be 
given to rebuilding and equipping 
factories, and to reserve a proper 
sphere for housing and other pro- 
grams. 

(7) Price regulation is to be ex- 
pected for any commodity as long as 
potential demand is greatly in excess 
of available supply. 

(8) Vigorous enforcement of leg- 
islation to protect labor will be nec- 
essary. 

(9) Wartime experience must be 
utilized to stimulate effective func- 
tioning of competitive business in 
normal times. 

eee 

HE second of the post-war prob- 

lems which the reports take up 
is the development of an expanding 
economy through cooperation of gov- 
ernment and private enterprise. This 
involves plans for private enterprise, 
for finance and fiscal policies, for 
improvement of physical facilities, and 
for the essential safeguards of de- 
mocracy. 

Elementary in the pians for pri- 
vate enterprise are considered meas- 
ures to encourage healthy and ag- 
gressive development, to stimulate 
initiative and resourcefulness of man- 
agement, to open the channels of 
investment opportunity to large and 
small enterprise, to prevent the abuse 
of economic power or monopolistic 
privilege, to check wasteful exploita- 
tion of the nation’s resources, and to 
eliminate avoidable uncertainties and 
needless burdens in the laws affecting 
enterprise and in their administration. 

The plans for finance and fiscal 
policies contemplate retention of a 
progressive or graduated tax struc- 
ture and broadened tax base, with 
major emphasis on the individual in- 
come tax and less reliance on the 
corporate income tax, a sharp reduc- 
tion in consumption taxes, an ade- 
quate program of public improvement 
projects, an expansion of public wel- 
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fare expenditures, and international 
collaboration to pursue internal poli- 
cies designed to promote active em- 
ployment, to implement ways and 
means to open outlets for foreign in- 
vestment, to promote world irade, 
and to promote the effective world- 
wide use of productive resources. 

Plans for the improvement of phys- 
ical facilities include preparation dur- 
ing the war for expanded programs 
of development and construction of 
physical facilities ; legislation and or- 
ganization now for urban redevel- 
opment, transportation modernization, 
development of electric and water 
resources, and land development and 
housing projects, and legislation to 
provide a ready program of public 
construction. 

While moving forward on all these 
fronts the reports recommend that, 
to safeguard the essentials of democ- 
racy, measures should be devised to 
prevent the rise of new industrial 
oligarchies, to uphold the rights of 
labor, and to maintain the fair share 
of farmers in the benefits of an ex- 
panding economy. 

The third set of post-war prob- 
lems: taken up in the reports are 
those involving services and secur- 
ity. Plans for the development of 
service activities include legislation 
and organization to provide for equal 
access to education for all according 
to their abilities. They include de- 
velopment of adequate public health 
services, health programs for moth- 
ers and children, support for public 


', . . his special committee plans to eye all plans .. ." 


health research and education, and 
support for agencies disseminating 
nutrition information. The protec- 
tion of workers in factories and on 
farms from unnecessary accidents, 
controllable occupational diseases, and 
undue fatigue constitutes another 
chapter in this group of plans. Vari- 
ous measures to assure adequate med- 
ical and health care for all are also 
contemplated. Plans for underwrit- 
ing employment involve: formal ac- 
ceptance by the Federal government 
of responsibility for insuring jobs at 
decent pay to all those able to work 
without a means test; programs of 
socially useful work arranged accord- 
ing to abilities and location of per- 
sons seeking employment; expansion 
of the Employment Service’s func- 
tions; and establishment of a per- 
manent “Work Administration” to 
administer the provision of jobs of 
socially desirable work for the other- 
wise unemployed. 


The plans for extension of social 
security are doubtless the most inter- 
esting to those engaged in the busi- 
ness of insurance. In this connec- 
tion the most important of these is 
the proposal to enact a Federal pro- 
gram for permanent and temporary 
disability insurance which would, if 
followed to the logical conclusions to 
which it is followed in England’s 
Beveridge Plan, replace the work- 
men’s compensation insurance and 
the accident and health insurance now 
written in the United States by pri- 
vate carriers. The reports treat this 


April, 1943—9 


subject very briefly, although the 
bulky “Security, Work, and Relief 
Policies” refers disparagingly to 
workmen’s compensation laws as in- 
adequate at several places. The rec- 
ommendation for a Federal system 
of disability insurance is one of the 
few recommendations found in both 
of the reports submitted with the 
President’s message of March 10, 
1943, and is to be found also in the 
report of the Social Security Board 
submitted to Congress on March 17, 
1943. 


The other recommendations of the 
National Resources Planning Board 
on plans for social security are: ex- 
tension of coverage of old age and 
survivors insurance and continuing 
efforts to provide more adequate 
minimum benefits; reorganization of 
unemployment compensation to pro- 
vide broader coverage, changes in 
benefits, and replacement of the pres- 
ent Federal-State system by a wholly 
Federal administrative organization 
and a single national fund; creation 
of an adequate general public assist- 
ance system; strengthening of the 
special public assistance programs ; 
and the taking of measures to insure 
the security of those serving in the 
armed forces and their families. 


The fourth group of post-war 
problems taken up in the reports are 
those concerning action by state and 
local governments and regions. It is 
recommended that there be some de- 
centralization of governmental plan- 
ning programs so that they can re- 
main close to the people, and that 
regional development be encouraged. 
Ten recommendations are given to 
state and local governments for their 
guidance. These range from assisting 
private industry in conversion of war 
plants to peacetime pursuits up to 
urging increased wartime taxation, 
and largely follow on a smaller scale 
the Board’s recommendations for na- 
tional activities of government. 


ef Gon report of the National Re- 
sources Planning Board upon 
“Security, Work, and Relief Poli- 
cies”, the second of the documents 
attached to the Roosevelt message, 
emphasizes that its aim has been to 
develop a coordinated and consistent 
body of policies and principles, that 
no specific recommendation can be 
considered apart from the whole sys- 
tem. It recommends that public aid 
policy should be based on these 
points: that need for public aid will 
be large and persistent for some time ; 
that this need arises principally from 
maladjustments in operation of our 
economy, from largely remediable 
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physical or psychological defects ; that 
the social problem created by eco- 
nomic insecurity is many-sided, re- 
quires for solution a series of diversi- 
fied programs. 


Held as the proper specific objec- 
tives of public aid policy are: 
prevention of economic insecurity 
through fuller utilization of produc- 
tive resources including labor, im- 
provement of health; government 
provision of work for all willing and 
able adults to whom private employ- 
ment is unavailable ; equipping young 
persons above school age for citizen- 
ship responsibilities; assurance of 
basic minimum security through so- 
cial insurance ; a public assistance sys- 
tem providing aid on the basis of need 
to complete protection against eco- 
nomic insecurity; and expansion of 
the social services essential for the 
whole population’s health, welfare, 
and efficiency. 


Among recommendations are that 
financing of public aid should be pro- 
vided for as a normal and continuing 
function of government, coordinated 
with government’s broad economic 
and monetary policies; that reliance 
on consumption and earmarked taxes 
should be avoided; that financial re- 
sponsibility for total public aid costs 
should be distributed between vari- 
ous units of government; that objec- 
tives of special programs should be 
clearly distinguishable, so as to ap- 
ply only to appropriate beneticiaries ; 
that Federal-State cooperation is pre- 
ferable as a general principle, with 
qualifications; that responsibilities 
should be clearly defined in jointly- 
administered programs; that the ad- 
vantages of administrative decentrali- 
zation, especially by regions, should 
be explored ; that administrative per- 
sonnel should be highly qualified ; 
and that citizen participation in pol- 
icy formation and program operation 
should be encouraged wherever this 
is consistent with sound and impar- 
tial administration. 


The specific programs recom- 
mended cover the fields of federal 
work programs, programs for youth, 
work programs for the handicapped, 
social insurances, general public as- 
sistance, special types of public as- 
sistance, public social services, and 
general administrative arrangements. 


Federal work programs would 
carry out the principle that work 
should be provided for all adults will- 
ing and able to work. The character 
of the work would be adapted to 
national and community needs, would 
require workers to meet performance 
standards and to be paid at rates ap- 
proximating those of private indus- 
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try. Eligibility for such employment 
should be determined by relative em- 
ployability and need for work and 
would be handled through the public 
employment office. The major re- 
sponsibility for operation and financ- 
ing of such projects would rest with 
the Federal government. 


Youth programs would take the 
form of assurance of educational op- 
portunity to all young people above 
compulsory school age who could 
benefit, the apprenticeship system 
would be encouraged, productive 
work at wages would be furnished 
part-time students. Youth work pro- 
grams would be financed and admin- 
istered on a national basis, with such 
out-of-school work programs as the 
C.C.C. and the N.Y.A. combined in 
a unified administration. 


Further study of the development 
of therapeutic work programs for in- 
dividuals with special physical and 
mental handicaps and disabilities 
should be carried on. 


Heading the list of recommenda- 
tions for social insurance programs 
is thi$ proposal: “The existing pro- 
tection against economic insecurity 
through social insurance measures 
should be expanded by the develop- 
ment of a system of social insurance 
to provide at least partial compensa- 
tion for loss of income attributable 
to permanent or temporary disabil- 
ity.” 

Unemployment compensation 
changes proposed include: extension 
of coverage to seamen, employes of 
non-profit corporations and of firms 
employing one worker or more, pos- 
sibly domestic and agricultural work- 
ers; benefits should extend over 26 
weeks and be equal for all; revision 
of benefit and eligibility rules; aban- 
donment of experience rating; a 
wholly Federal administrative organi- 
zation should replace the present Fed- 
eral-State system, with a single na- 
tional unemployment compensation 
fund partly drawn from general tax 
sources. 


Under old age and survivors in- 
surance coverage should be extended, 
revision of benefit formulas studied, 
and the general principle of govern- 
mental contribution to the costs of 
the program should be specifically em- 
bodied in legislation. 


There should be a general public 


assistance program, with Federal 
grants-in-aid available on a basis re- 
flecting differences in need and eco- 
nomic and fiscal capacity as between 
states, and with the states distribut- 
ing money within their political sub- 
divisions on a similar basis. This 


should also be done under special 


public assistance programs, such as 
those for the needy aged, the blind, 
and dependent children. Where aid 
is extended to dependent children 
payments to mothers also should be 
made. 


Public social services should be 
made especially available in areas 
lacking income and taxable wealth. 
More adequate medical care should 
be provided for those unable to se- 
cure it for themselves, with special 
attention to promoting health of 
mothers and children. Services to 
prevent child neglect and delinquency 
should be expanded. Free school 
lunches should be given all school 
children. Bulk distribution of sur- 
plus commodities should be replaced 
by the stamp plan, and should be 
available to the entire low-income 
population and not merely to public 
aid recipients. 


The general administrative recom- 
mendations contained in the report 
include: extension of the merit sys- 
tem, with encouragement of staff in- 
terchanges between Federal, state and 
local governments; varying adminis- 
trative appropriations with the char- 
acter of the job to be done; pro- 
vision for a central information office 
in every community for informing 
applicants of the availability of com- 
munity resources; making adminis- 
tration of all public assistance pro- 
grams operating within a locality the 
responsibility of a single agency; 
making the public employment offices 
the means of access to all programs 
offering employment or training, with 
the Federalization of the employment 
office continued as a permanent pol- 
icy; making the Federal Security 
Agency an executive department, with 
its administrator a member of the 
Cabinet ; establishment of a permanent 
national body to advise the Presi- 
dent, Congress and the people on 
public aid policy operation, and of 
similar advisory bodies at the state 
level; including Puerto Rico and the 
island possessions in all possible pub- 
lic aid programs. 

“Greater efforts should be made,” 
the report’s recommendations con- 
clude, “to bridge the gap between 
administrators and the public by in- 
creased efforts on the part of public 
agencies to inform the public of the 
purposes, achievements and _limita- 
tions of public aid programs; by 
citizen participation in policy mak- 
ing and in appropriate phases of ad- 
ministration; and by more effective 
use of the cooperation of private wel- 
fare agencies which have a necessary 
part to play in this enlarged concep- 
tion of public welfare service.” 
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INSURANCE NEWS DIGEST--FIRE AND CASUALTY 


Covering Period From March 1, 1943 Through March 31, 1943 








65. POST-WAR PLANNING. Sweeping plans for post-war 
changes in United States' economic and social setup 
are embodied in two reports of the National Resources 
Planning Board attached to the message sent to the 
U. S. Senate by President Roosevelt on March 10. No 
immediate action is expected, a committee headed by 
Senator George having been set up to weigh all post- 
war plans. The NRPB reports deal with demobiliza- 
tion, development of an expanding economy, expan- 
sion of social services and security, action by state 
and local governments, and security, work, and re- 
lief policies. One recommendation is furnishing of 
disability insurance benefits by government as part 
of the social security plan. 


66. GROUP RATING PLAN. A new rating plan to govern 
ultimate cost to be paid by the Government for group 
insurance for employes of Army contractors operating 
under cost-plus-a-fixed-fee contracts went into ef- 
fect on March 1. It provides tighter control on in- 
surance company charges for overhead and the crea- 
tion of a general pool to absorb excessive losses. 
Subject to the approval of the contracting officer 
and where the provisions of the cost-plus-a-fixed- 
fee contract permitted, the contractor's share of 
the premiums for group insurance have been allowed 
as a proper charge against the Government. However, 
the War Department has felt there should be a stand- 
ardization of maximum charges, and contractors have 
been requested to ask the insurance companies with 
which they do business to attach a War Department 
Group Insurance Rating Plan Endorsement to their 
policies. It is the intent of this program to accon- 
plish a considerable saving to the Government. The 
plan is intended only for contractors who have, now 
or in the future, at least 500 employees insured. 


67, TRAFFIC DEATHS. Traffic fatalities in the United 
States during February totaled 1600 -- a 32 per cent 
drop from the figure reported for the same month 
last year and 38 per cent below the all-time Febru- 
ary high set in 1941 -- according to estimates of 
the National Safety Council. January fatalities 
totaled 1730 -- a decline of 45 per cent under the 
figure reported for January, 1942. First returns 
on the nation's 1943 traffic toll, the Council 
points out, indicate that the sharp decline that 
started last year with wartime restrictions ap- 
parently has touched bottom. Although the January 
toll did drop 45 per cent and February 32 per cent 
from the same months a year ago, they were less 
than the decline in preceding months. 


68. RUTLEDGE ANNIVERSARY. A golden anniversary 
celebration in honor of W. A. Rutledge, secretary 
of the Farmers Mutual Hail Insurance Company of Des 
Moines, Iowa, was held on March 4. Mr. Rutledge, one 
of the founders of the company has served as its 
secretary during the entire 50 years of its exist- 
ence. Since the honored guest has been in ill health 
for more than a year and only recently left the hos- 
pital his address was read by E. 0. Rutledge, as- 
sistant secretary of the carrier. 


69. TEXAS FIRE COMMISSIONER. Marvin Hall has been 
confirmed by the Texas Senate for his second full 
six-year term as fire insurance Commissioner of that 
state. A native of Brownsville, Texas, he is not 
only the first man to be confirmed for two full terms, 
but also the first insurance commissioner to be ap- 
pointed by two different governors. 


70. HOLC LIQUIDATION. Senator K. D. McKellar of 
Tennessee is reported as urging liquidation of the 
Home Owners Loan Corporation on a joint economy 
committee in the Senate. A request for figures, in- 
cluding loss estimates, which would result if HOLC 
were to rid itself of some 30,000 houses now on hand 
because of foreclosures and 780,000 loans totaling 


$1,472,362,000, has been made on John H. Fahey, a 
Commissioner of the Federal Home Loan Bank. 


71. WOC PREMIUMS. Approximately $125,000,000 in 
premiums was collected by the War Damage Corpora- 
tion up to and including December 31, 1942, accord- 
ing to a summary of the Corporation's operations 
and standing released by the Directors. It is esti- 
mated that almost $105,000,000,000 of WDC insurance 
was in force on that date and that in excess of 
5,000,000 policies have been issued by the corpora- 
tion. Business has been carried on through 1450 
established policy issuing offices. 


72. N.A.I.C. COMMITTEES. Jess G. Read of Oklahoma, 
secretary of the National Association of Insurance 
Commissioners has announced changes in the organi- 
zation's committee personnel. D. A. Forbes, the new 
Michigan commissioner, replaces his predecessor 
Eugene P. Berry on the following committees: acci- 
dent and health (standing and sub-committees), fra- 
ternal, and life. William P. Hodges, who succeeded 
to the North Carolina Commissionership following 
the death of Dan C. Boney, assumes the latter's 
assignments on the fire and marine, valuation of 
securities other than real estate, and automobile 
finance committees. Gregg L. Neel, recently in- 
ducted Pennsylvania supervisory authority replaces 
Ralph A. Alexander on the fraternal, valuation of 
securities other than real estate, workmen's com- 
pensation, real estate appraisals and appraisal 
forms, and War and Navy Department committees. 
William Egleston of South Carolina succeeds L. 
George Benjamin, Jr., on the casualty and surety, 
fraternal, group hospitalization, and workmen's 
compensation committees. Replacing Louis H. Pink, 
former New York Superintendent on the various com- 
mittees which he formerly served is Thomas J. Cullen, 
acting head of the Department. His assignments are: 
casualty and surety (sub-committee), examinations, 
fire and marine, laws and legislation, life (stand- 
ing and sub-committees), taxation (standing and sub- 
committees), valuation of securities other than real 
estate, allocation of fire premiums, non-forfeiture 
benefits, dividends, War and Navy Departments, and 
Committee to consider illegal underwriting prac- 
tices and allocation of fire premiums. 


73. CANADIAN WRITINGS. A decrease of $2,789,427 or 
5.51 per cent below the amount written in 1941, was 
noted in fire insurance premiums written in Canada 
during the year just closed. The 1942 fire premi- 
ums totaled $47,859,492 of which Canadian carriers 
wrote $12,636,295, British companies $16,137,444, 
and United States and foreign companies $19,085,753. 
Fire losses incurred increased from $18,407,413 in 
1941 to $20,865,972 in 1942 and the loss ratio 
jumped from 36.34 per cent to 43.60 per cent. Net 
Canadian automobile premiums for all classes during 
1942 amounted to $19,932,502, a decrease of $3,531,- 
670 or 15.05 per cent below the figure reported for 
the preceding year. Losses incurred in this field 
totaled $8,554,922 or 42.93 per cent of premiums 
written as compared with 49.12 per cent in 1941. 


74, INSURANCE ACCOUNTANTS. The Insurance Account- 
ing and Statistical Association will hold its 
twenty-second annual conference at the Edgewater 
Beach Hotel in Chicago on April 22-23. 


75. CALIFORNIA DEPARTMENT. Appointment of Grant 
Burr Cooper as chief assistant insurance commis- 
sioner of California is announced by Insurance Com- 
missioner A. Caminetti, Jr. Mr. Cooper, who will be 
in charge of the Southern California offices of the 
insurance department, assumed his new duties on 
March 2. He fills the vacancy created when Eugene 
P. Fay accepted appointment as a Judge of the Los 
Angeles Municipal Court. The resignation of Sidney 
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A. Weinstock as administrative assistant and deputy 
commissioner of the state was also made public. 


76. OHIO HARDWARE. Elected to fill the vacancy on 
the board of directors of the Ohio Hardware Mutual 
Insurance Company of Coshocton, Ohio caused by the 
death of J. G. Hanlin is C. E. Nail, vice president 
and assistant manager of the Lumbermens Mutual In- 
surance Company of Mansfield, Ohio. Hanlin's post 
as secretary of the company will also be filled by 
Mr. Nail until the next regular meeting of the board. 
He will serve as secretary protem. Mr. Nail, it is 
announced, will continue in his present capacities 
with the Lumbermens Mutual Insurance Company. 


77. N.F.P.A. NOMINATIONS. The nominating committee 
of the National Fire Protection Association has 
named David J. Price of Washington for re-election 
as the organization's president for the coming year. 
The election will take place when the annual meet- 
ing of the N.F.P.A. is held at the Palmer House in 
Chicago, May 10-13. Other names placed in nomina- 
tion are: for vice presidents, Richard E. Vernor, 
Chicago, and C. C. Johnson, New York; secretary- 
treasurer, Hovey T. Freeman, Providence; chairman 
of board of directors, Albert T. Bell, Atlantic City. 


78. MONEY LIMITS. An increase in the limits of in- 
surance under Money and Securities Policy No. 1 (a) 
has been authorized by the War Damage Corporation as 
the result of issuance of Money and Securities Memo- 
randum No. 2. The memorandum also announces a new 
form permitting application for change in an out- 
standing policy. Maximum limits on amount of insur- 
ance for money and securities had previously been 
set up under rule 14 of WDC regulations "D". The 
present memorandum authorizes fiduciary agents to 
grant, without reference to the Corporation, ex- 
tended limits of coverage up to, but not exceeding, 
$5,000,000 for money and $25,000,000 for securities 
— respect to coverages A, B, C and D, respective- 
y. 


79. INSURANCE BUYERS. The spring conference of the 
insurance division of the American Management As- 
sociation will be held at the Hotel New Yorker, New 
York City, May 25-26. 


80. GLASS REINSURANCE. The War Damage Corporation 
has advised all companies writing glass insurance 
that a glass reinsurance agreement is now available 
to cover all glass policies issued prior to October 
1, 1942, which did not carry an endorsement exclud- 
ing the war risk hazard as defined in the War 
Damage Act. The formal WDC proposal is now in the 
hands of all companies and it is up to them in- 
dividually whether they desire to buy reinsurance 
on glass insurance from WDC under the terms outlined. 


81. GEORGIA QUALIFICATION BILL. The agent's qualifi- 
cation measure introduced in the Georgia legislature 
with the backing of the Georgia Association of In- 
surance Agents struck a snag and was killed in the 
House. The bill, which had already passed the 
Senate, was opposed by Insurance Commissioner Homer 
Parker at a committee hearing. The measure which 
provided for a board of agents to pass on the quali- 
fications of prospective licensees was opposed by 
company interests. 


82. WAR EXCLUSION CLAUSE. New York Senate Intro- 
ductory No. 1332 which amends the New York Standard 
Fire Policy with respect to the war exclusion clause 
passed both houses of the legislature and is now in 
the hands of Governor Dewey awaiting signature. The 
measure, introduced by Senator Hampton, while it 
does not incorporate in the fire policy exclusion 
the exact language or substance of the War Damage 
Corporation's insuring clause, is expected to close 
the gap between the two forms. 


83. CALIFORNIA MERGER. A bill drafted by the Budget 
Committee of the California Senate providing for the 
merger of the state insurance department with the 
banking, building and loan, real estate and other 
departments, has been recommended by the committee 
for passage. The new bureau would be known as "De- 
partment of Investments" and would be supervised by 
a director in charge of the combined unit. 
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84, WDC FREE RENEWALS. An extension of outstanding 
war damage policies without payment of a renewal 
premium, it is reported, is being given considera- 
tion by the War Damage Corporation. Nothing definite 
has as yet been evolved but the extension will prob- 
ably be based upon the insured's request. 


85. UTAH COMMISSIONER. Reappointment of Oscar W. 
Carlson as a member of the Utah business regulations 
commission has been sent to the State Senate for 
confirmation by Governor Maw. Mr. Carlson as a men- 
ber of this commission has jurisdiction over the 
state insurance department. 


86. GUEST LAW. The question of whether persons rid- 
ing with a car owner on a share-the-ride basis are 
guests and are therefore barred from obtaining dan- 
ages unless carelessness is shown, is about to be 
considered by the Ohio Supreme Court as the result 
of a case now before that tribunal. Passengers bear- 
ing one third of the actual cost of oil and gasoline, 
when three persons make the trip, were held to be 
guests by one Common Pleas Court in northern Ohio. 
Another court held that the riders are guests if the 
three participants drove the cars on successive 
weeks. Responsibility for liability, the Court of 
Appeals has held, attaches to the driver and the 
guest statute does not apply. 


87. FINANCIAL RESPONSIBILITY. A financial responsi- 
bility law, closely patterned after the New York 
statute, has been passed by the Indiana legislature. 
The measure was allowed to become law without the 
governor's signature and will go into effect July 1. 
Due to the adoption of a last minute amendment com- 
panies writing automobile liability insurance in the 
state will pay the cost of administration of the 
law (limited by budget to $100,000 maximum) by pro 
rata assessment. The measure which will be enforced 
by the state police department provides that evi- 
dence of ability to pay a judgment must be filed as 
soon as a motorist is involved in an accident - not 
after a judgment has been returned against the 
motorist and not paid as is the practice under the 
usual financial responsibility law. 


88. RECIPROCAL REGULATION. The United States 
Supreme Court on March 1 held constitutional a New 
York statute enacted in 1939 regulating a reciprocal 
system of fire insurance participated in by a group 
of wholesale grocers and canners. The unanimous 
decision was delivered by Justice Black. The effect 
of the Supreme Court decision, which upheld the 
findings of the New York State Court of Appeals, is 
clearly to establish the authority of the state to 
regulate reciprocals, to require each new sub- 
scriber in the reciprocals to have net assets of 
$10.000. to have policies countersigned by resi- 
dent agents. to maintain an office in the state, to 
use a standard form of contract, and to provide for 
a specific contingent liability of subscribers. The 
suit was brought in the name of Hoopeston Canning 
Company. E. Pritchard, Inc., et. al. as representa- 
tives of the subscribers at the Canners Exchange 
~ ganas Reciprocal Insurers v. Superintendent 
ink. 


&9. C.P.C.U. EXAMINATIONS. Examinations of the 
American Institute for Property and Liability Under- 
writers will be held June 9-11. Applications and 
correspondence relative to the examinations should 
be addressed to Dr. Harry J. Loman, dean of the In- 
stitute. N. E. corner of 36th and Walnut Streets. 
Philadelphia, Pennsylvania. The registration fee 
is $15, and will be refunded if application cannot 
be approved. A discount of $5 will be allowed for 
applications completed prior to May 1 and a discount 
of $3 for those completed between May 1 and May 31. 


90. MORIN PLANS. Henry N. Morin, former Rhode 
Island insurance commissioner who resigned last 
June to accept a responsible position with a Latin 
American insurance company but then was retained by 
the Department of Justice as a consultant in its 
anti-trust suit against certain stock fire insur- 
ance companies, has severed his relations with the 
government bureau. He is now on his way to Latin 
America where he will soon enter upon duties in con- 
nection with international insurance affairs. 
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9], ANTI-TRUST. Tom C. Clark, 43-year old attorney 
from Dallas, Texas, nominated by President Roose- 
velt to be an assistant attorney general, succeed- 
ing Thurman Arnold in charge of the Justice Depart- 
ment's anti-trust activities was confirmed by the 
U. S. Senate on March 25. Arnold is now serving as 
a judge of the Court of Appeals of the District of 
Columbia. Before joining the Justice Department 
Bureau of War Risk Litigation in 1937, Clark prac- 
ticed law in Dallas for 15 years. 


92. DECEASED. George Kenneth Haycock, assistant 
treasurer of the Lumbermens Mutual Casualty Company 
and the American Motorists Insurance Company died 
in a Chicago hospital on March 18. Mr. Haycock was 
born in Lawrence, Massachusetts in 1899. He at- 
tended Boston University and the University of Chi- 
cago. He became associated with Lumbermens in 1932. 


93. FIRE LOSSES. Fire losses in the United States 
during February totaled $33,175,000 -- an increase 
of $2,356,000 or 8 per cent over the figure reported 
for the same month last year -- according to pre- 
liminary estimates of the National Board of Fire 
Underwriters. For the first two months of 1943 fire 
losses totaled $60,908,000, a decrease of $5,476,000 
from the amount reported for the corresponding 
period of 1942. 


94, TAX MORATORIUM. Because the special fund pro- 
vided for the investigation of the causes of fires 
and inspection of property is in position to carry 
on the work for another year, Insurance Commissioner 
Alfred W. Perkins of Maine has notified fire insur- 
ance companies doing business in the state that the 
special tax levied on the carriers for such investi- 
gations will be omitted for the calendar year 1942. 


95. RENEWAL CERTIFICATES. Opposition to the use of 
renewal certificates by fire and casualty insurance 
companies licensed in the state of Massachusetts was 
voiced by Insurance Commissioner Charles F. J. Har- 
rington at a recent hearing of the insurance com- 
mittee of the legislature. In speaking against House 
Bill 819, which would permit the use of renewal cer- 
tificates, Harrington stated that their regular use 
would result in confusion and hardship to policy- 
holders who might lose their original policies. 


96. PUBLIC RELATIONS. The National Association of 
Insurance Agents through a sub-committee on public 
relations, appointed by vice president Fred A. More- 
ton of Salt Lake City, has established the broad 
general objectives of its public relations cam- 
paign and the method by which funds are to be raised 
to carry on the work. The agents public relations 
campaign is to be directed toward winning best opin- 
ion not only of insurance buyers and insurance busi- 
ness, but also of business leaders throughout the 
country, state and federal legislators and govern- 
ment officials. 


97. NATIONAL BOARD. James Raymond Berry has been 
named general counsel of the National Board of Fire 
Underwriters. He succeeds to the post filled for 
so many years by the late J. H. Doyle. Prior to 
joining the legal staff of the National Board on 
January 1, 1942, Berry had practiced law in New 
Jersey. He is admitted to practice before the 
Supreme Court of the United States and is a member 
of the American Bar Association. The new general 
counsel received his A.B. degree from Princeton 
University in 1922 and was awarded his LL.B. degree 
by Columbia University Law School in 1925. 


98. AIRCRAFT COVER. A congressional report, pre- 
pared by the Civil Aeronautics Board, covering the 
investigation findings relative to the operation of 
various aircraft insurance groups was issued on 
March 17 and simultaneously two bills designed to 
implement the C.A.B. program were introduced in Con- 
gress by Representative C. F. Lea of California. 
Highspot of the C.A.B. report is the contention that 
the writing of aircraft risks has been so profitable 
rs ber carriers, that a sharp reduction in rates is 
n order. 


99. WAR TRANSIT POOL. It is currently estimated 
that some 25,000 automobiles will come under Can- 
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ada's new wartime transit pool insurance progran, 
a plan which provides special public liability and 
property damage protection for owners of motor vehi- 
cles transporting war workers to and from their 
jobs. On the basis of these estimates a total pre- 
mium income of $300,000 is anticipated figured on 
an annual premium rate of $12 per vehicle. Reports 
indicate that there are about 15,300 approved cars 
in pila 4700 in British Columbia and 3800 in 
Quebec. 


100. MULTIPLE WRITERS. A bill designed to correct 
the situation growing out of the recent Minnesota 
attorney general's opinion holding that fire car- 
riers chartered to write casualty lines may not op- 
erate in Minnesota even though their writings are 
confined to the fire field, is being sponsored by 
insurance commissioner Newell R. Johnson. Such 
multiple chartered companies, the bill provides, 
may do business in Minnesota if they conform to Minn- 
esota laws governing domestic companies. 


10]. CANADA SOCIAL SECURITY. A broad social security 
program, following the general lines of the Beve- 
ridge proposal for the United Kingdom, but drafted 
independently, was submitted on March 16 to the 
first meeting of Canada's Special House of Commons 
Committee on Social Security by Pensions Minister 
Ian Mackenzie. The plan, among other things, would 
establish childrens allowances; increase present 
benefits under unemployment insurance; provide un- 
employment assistance to uninsured persons; insti- 
tute free medical care for all citizens; offer sick- 
ness and maternity benefits; make no immediate 
change in workmen's compensation; lower the age for 
the existing non-contributory old-age pensions and 
institute a new contributory old-age pension; pro- 
vide permanent disability and survivors’ pensions, 
and pay funeral benefits. 


102. N. Y. RESPONSIBILITY LAW. Between 75 to 80 per 
cent of all New York owners and operators involved 
in motor vehicle accidents had insurance at the 
time of accident, according to an estimate of the 
first year's operation of the automobile safety 
responsibility law of New York State. Insurance 
coverage generally throughout the state approached 
65 to 70 per cent of all motorists, an increase over 
the July, 1941, estimate of more than 100 per cent. 
The report indicates that during 1942 there were 
a total of 118,264 suspensions or revocations and 
40,402 termination or restoration orders were is- 
sued. Auto accident reports handled by the motor 
vehicle bureau last year reached 325,673. 


103. CHAMBER MEETING. The Chamber of Commerce of the 
United States will hold its 3lst annual meeting at 
New York's Waldorf-Astoria Hotel on April 26-29. 
J. M. Thomas, president, National Union Fire of 
Pittsburgh, whose term as insurance director expires 
this year, has been renominated for that post. 


104, WYOMING COMMISSIONER. Rodney Barrus, former 
deputy secretary of state and securities commis- 
sioner, has been appointed insurdnce commissioner 
of Wyoming. He succeeds Alex MacDonald whose term 
of office expired on March 1. 


105. COMPENSATION PROBE. Investigation of the op- 
eration of the New York workmen's compensation law 
opened in New York City before Commissioner W. F. 
Bleakley on March 17. Early hearings resulted in 
the State Insurance Fund suspending its chief med- 
ical director, chief auditor and four supervising 
employes. The hearings are expected to continue 
for some weeks. 


106. OHIO UNDERWRITERS. Papers dissolving the Ohio 
Underwriters Mutual Insurance Company of Van Wert 
have been filed with the Secretary of State of Ohio. 
The company was reinsured and consolidated with the 
Central Manufacturers Mutual Insurance Company of 
Van Wert on September 15, 1942. 


107. COCOANUT GROVE. Now on trial before Judge Jos- 
eph L. Hurley and a jury in Suffolk County Court, 
Boston, are the four defendants arrested as the 
result of the Cocoanut Grove Night Club fire last 
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November 28 in which 490 persons lost their lives. 
Those on trial are Barnet Welansky, principal owner 
of the Club; his brother James, acting manager at 
the time of the fire; Jacob Goldfine, wine steward 
at the Club, and Lt. Frank J. Linney of the Boston 
Fire Department. The first three were indicted on 
charges of manslaughter and Linney, who inspected 
the Club as a member of the fire department's fire 
prevention bureau several days before the holo- 
caust, was indicted on charges of willful neglect 
of duty and as an accessory after the fact to man- 
slaughter. The district attorney states that 200 


108. SOUTH DAKOTA COMMISSIONER. Reappointment of 
George Burt as insurance commissioner of South Da- 
kota has been announced by Governor Sharpe. The 
commissioner's salary, due to the enactment of a 
bill by the state legislature, is increased from 
$3000 to $3600 annually. 


109, FIRE COMPANY PREMIUMS. Net United States pre- 
miums written during 1942 by all fire insurance con- 
panies doing business in this country, except fac- 
tory mutuals and local farm mutuals, were $1,446,- 
247,574, as against $1,346,060,141 for 1941, ac- 
cording to the just published Argus Chart. Of this 
total stock fire insurance companies wrote $1,139,- 
663,608. Full coverage automobile stock companies 
wrote $33,565,571. U. S. branches of alien stock 
fire companies wrote $168,268,627. Reinsurance con- 
panies wrote $45,667,099. Mutual fire companies, 
except factory mutuals and local farm mutuals and 
full coverage automobile mutuals, wrote $135,069, - 
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204. Full coverage automobile mutuals wrote $84, - 
409,176. Reciprocals and Lloyds wrote $53,540,015. 


110, ARKANSAS COMMISSIONER. J. Herbert Graves, in- 
surance commissioner of Arkansas since 1941, has 
been confirmed for another term of office. 


111. TRAFFIC AWARDS. Chicago was named 1942 grand 
prize winner among U. S. cities, and Minnesota 
grand prize winner among states, in the annual 
traffic safety contest sponsored by the National 
Safety Council. All states and 1,296 cities par- 
ticipated. 


112. RIDE-SHARING. Two specialized automobile 
liability coverages designed to assist promotion of 
worker ride-sharing plans were announced March 29 
by the American Mutual Alliance and the National 
Bureau of Casualty and Surety Underwriters. One 
form provides restricted coverage for a previously 
uninsured car owner. The other form provides pro- 
tection for an employer against possible liability 
arising out of his participation in the establish- 
ment or operation of such ride-sharing plans among 
his employes. 


113. AMERICAN PROMOTIONS. The American Mutual Lia- 
bility Ins. Co., Boston, has advanced L. P. Hemry 
and H. J. Ginsburgh to vice-presidencies. Robert 
Clinton, L. M. Sibley, F. A. Moeller and E. J. Nor- 
ris were named assistant vice-presidents. G. T. 
Crisp, G. Lester Marston, C. Eugene Pettibone, and 
F. R. Mullaney were named vice-presidents of the 
associated Allied American Mutual Fire Ins. Co. 
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Fire, and the policies which protect the property-owner against its consequences, ever remain an outstanding concern of the insurance world. 


Revision of the New York 
Standard Fire Insurance Policy 


By PROF. RALPH H. BLANCHARD 
SCHOOL OF BUSINESS, COLUMBIA UNIVERSITY 
Copyright 1943, by Ralph H. Blanchard, 

New York, N. Y. 


ASSACHUSETTS adopted a 
M standard fire insurance policy 

in 1873, the use of which was 
not made compulsory. But the move- 
ment to standardize the fire insurance 
policy form in each state, either by 
law or custom, had its effective in- 
ception with the enactment of a law 
in New York in 1886 directing the 
Superintendent of Insurance to pre- 
pare a policy “unless on or before the 
fifteenth day of October the New 
York Board of Fire Underwriters 
shall make and file with the Secre- 
tary of State” a policy form. The 
form was prepared and filed within 
the prescribed time and became the 
“old” New York Standard Fire In- 
surance Policy which is still required 
by law or ruling in 15 states and is 
generally used in 12 states where no 
standard form is required. 


This original form, while “a lib- 


eral document, judged by the stand- 
ards of the time,”! was essentially 
a company contract drawn to define 
the liability of the insurer and to 
protect it, as well as to afford in- 
demnity to the insured. The fact of 
standardization, however, was a tre- 
mendous improvement over the cha- 
otic and inequitable situation which 
had before obtained. 

This form remained in force in 
New York until January 1, 1918, 
when the “new” Standard Policy 
went into effect. The new policy had 
been adopted by the National Con- 
vention of Insurance Commissioners, 
and although it represented the con- 
sensus of opinion of that body, it is 
now required by statute or ruling in 


only 15 states.2 It was more liberal 


1 Rumsey, David, ‘“‘The New Standard Fire Insur- 
ance Policy of the State of New York,’ in The Fire 
Insurance Contract, p. 41 


than the old form, clarified certain 
questions, incorporated the effect of 
important court interpretations, and 
its provisions were much better ar- 
ranged, but it was no revolutionary 
document. It leaned pretty heavily 
toward protection of the insurer’s in- 
terests. However, it was a real im- 
provement, and little was heard of 
revision until the 1930's. 


The’ first effective attention given 
to the growing sentiment for revision 
was the report, on June 12, 1936, by 
the Executive Committee of the Na- 
tional Association.of Insurance Com- 
missioners recommending that the 
president of the Association appoint 
a special committee “to study the 
Standard Fire Insurance Policy form 
heretofore approved by the Associa- 
tion [ December, 1916] and to report 
its recommendations. ” The re- 
port was adopted, and the Commit- 
tee on the Revision of the Fire In- 
surance Policy? was appointed. Its 
members were Louis H. Pink, of New 
York, Chairman; John C. Blackall, 


of Connecticut ; John C, Ketcham, of 


2In some with slight variations. The Massachusetts 
form is required in 4 states; 2 have their own spe- 
cial forms, 


8 The Committee is variously designated in the 
Proceedings. 
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Michigan; Owen B. Hunt, of Penn- 
sylvania ; and W. J. Dawson, of South 
Dakota. 

The Committee made its first re- 
port at the December, 1936, meeting 
of the Association. They had ques- 
tioned interested opinion throughout 
the United States and concluded that 
“In general the insurers are satisfied 
with the present policies. Those who 
are not connected with insurers [in- 
cluding producers] have expressed 
considerable sentiment in favor of 
revision and overwhelming sentiment 
in favor of uniformity.” There was 
practical unanimity in recommending 
to the Committee adoption of the 
following changes: 

1. Include lightning in the coverage. 


2. Eliminate the clause voiding the 
policy for fraud because that is the com- 
mon law anyway and substitute a new 
clause voiding the policy for a breach 
of warranty which caused or increased 
the amount of the loss or hazard. 

3. Cover the hazard of destruction 
by civil authority to prevent spread of 
fire. 

4. Eliminate the unconditional own- 
ership and chattel mortgage clause and 
allow recovery on the policy to the ex- 
tent of the proved insurable interest. 

5. Eliminate the “Fall of Building” 
clause. 

6. Lengthen the time allowed for un- 
occupancy to at least an ordinary vaca- 
tion period. 

7. Give the insured the opportunity 
to force the insurer to appoint an ap- 
praiser. 

8. Revise the pro rata liability clause 
so that the policies which are void would 
not be included in determining the pro 
rata liability of each insurer. 


All but Nos. 2 and 7 of these recom- 
mendations were later embodied in 
the revised New York Standard 
Policy. 


LOUIS H. PINK 


JouRNAL OF AMERICAN INSURANCE 


At the June, 1937, meeting of the 
Association the Committee re- 
ported a revised form of policy which 
they recommended “for study,” ex- 
plaining that they had “revamped the 
present forms of policy in order to 
bring them up to date and make them 
uniform rather than a complete re- 
writing.” Again the Committee noted 
“strong sentiment among the com- 
panies” against revision, and senti- 
ment for revision among “buyers, 
agents and brokers, and some pro- 
gressive insurance executives.” 


At the December, 1937, meeting 
the Committee reported that the com- 
missioners of 23 states (including Ha- 
waii and the District of Columbia) 
had replied to their request for an 
opinion of the tentative draft, of 
whom 13 believed that a revised 
policy was desirable and could be 
adopted, 4 were opposed, and 6 
doubtful. Mutual companies were re- 
ported to believe “strongly in the 
simplification and modernization of 
the policy” and stock companies to 
“have shown little interest . . . due, 
not so much to opposition to the idea 
of a better policy . . . but to the fact 
that they think . . . that you couldn’t 
get it adopted by any large number 
of states.” 


By June, 1938, 26 commissioners 
favored preparation by the Commit- 
tee of a “uniform fire policy of sim- 
pler form and broader coverage”; 3 
were opposed. Twenty believed that 
their states would approve such a pol- 
icy if it were adopted by the Associa- 
tion ; 5 did not. 


In December, 1938, the Commit- 
tee, to which had been added Hart- 
ley D. McNairn, Superintendent of 
Insurance of Ontario, recommended 
a definitive revision of the policy form 
for consideration at the June, 1939, 
meeting of the Asso¢iation, Commis- 
sioner Blackall of Connecticut dis- 
senting. The form was a revision of 
the previously approved form, the 
Committee being of the opinion that 
“the re-writing of an entirely new 
policy” was “impractical.” 

At the June, 1939, meeting of the 
Association, the Committee (Commis- 
sioner Blackall again dissenting) rec- 
ommended adoption of the revised 
form of policy. Superintendent Pink 
presented a resolution that the pro- 
posed policy “be given the general 
approval of this Association” and 
that “the Commissioners . . . take 
steps to have the . . . policy adopted 
in their respective states.” The reso- 
lution was adopted by a vote of 16 
to 11. 


While the 1939 recommendation 
was intended as the final report of 
the Committee, they held further 


hearings and made their last report 
at the June, 1940, meeting of the 
Association, recommending “further 
study” by the individual commis- 
sioners. 

Apparently despairing of action 
elsewhere, Superintendent Pink con- 
tinued to press for enactment of a 
revised standard policy in New York. 
At last, in 1942, after the elimination 
of any substantial opposition, the leg- 
islature adopted a revised form, to go 
into effect July 1, 1943. 
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HE revised policy is simpler and 

more liberal than its predecessor 
but it represents no great change in 
practical conditions in the fire insur- 
ance business. A large part of the 
changes had formerly been accom- 
plished by endorsement, particularly 
where buyers or middlemen were well 
infermed and efficient. Provisions 
which might be technically violated 
were often waived in adjustments as 
a matter of liberal treatment of pol- 
icyholders or because of competitive 
conditions. However, the revised 
form is a distinct step forward; it 
regularizes, simplifies, and makes 
uniform, coverage and conditions 
which were enjoyed by many policy- 
holders, but not by all. 

Throughout there are minor 
changes in wording which do not 
change the practical effect of the 
contract, For example, the phrase 
“loss or damage” in the present pol- 
icy is changed to “loss” in the re- 
vised form; the expression “(ascer- 
tained with proper deductions for 
depreciation)” which now follows 
“actual cash value” in the insuring 
clause is dropped; the present policy 
will be void by its terms (as it would 
be at common law) in case of mate- 
rial concealment or misrepresenta- 
tion, or of fraud or false swearing, 
concerning “the insurance or the sub- 
ject thereof,” while the revised policy 
specifies willful concealment or mis- 
representation concerning these mat- 
ters and the “interest of the insured.” 
No attempt will be made here to 
record all such changes; in the fol- 
lowing paragraphs only significant 
amendments will be explained.* 


The outstanding changes in the 
revised policy are those having to 
do with conditions under which the 
contract now becomes void or is sus- 

4The word “amendments” is used advisedly, since 
the revised policy is a revised edition of the pres- 


ent form. 





pended, unless endorsed to the con- 
trary, as may freely be done. The 
present contract provides that: 


This entire policy shall be void, un- 
less otherwise provided by agreement 
in writing added hereto, 

(a) If the interest of the insured be 
other than unconditional and sole own- 
ership; or 

(b) if the subject of insurance be a 
building on ground not owned by the 
insured in fee simple; or 

(c) if, with the knowledge of the in- 
sured, foreclosure proceedings be com- 
menced or notice given of sale of any 
property insured hereunder by reason of 
any mortgage or trust deed; or 


(d) if any change, other than by the 
death of an insured, take place in the 
interest, title or. possession of the sub- 
ject of insurance (except change of oc- 
cupants without increase of hazard); or 

(e) if this policy be assigned before 
a loss. 


These moral-hazard conditions are 
eliminated in the revised form, de- 
priving the insurer of certain de- 
fenses and making the contract an 
interest policy ; i.e., it will cover what- 
ever interest the insured may have 
in the property, rather than “‘sole and 
unconditional” interest only. Instead 
of providing that assignment before 
a loss will make the policy void, it 
is provided that assignment “‘shall 
not be valid except with the written 
consent” of the insurer. 


Suspension of coverage is now pro- 
vided for by the following clauses : 


Unless otherwise provided by agree- 
ment in writing added hereto this Com- 
pany shall not be liable for loss or dam- 
age occurring 


(a) while the insured shall have any 


other contract of insurance, whether 
valid or not, on property covered in 
whole or in part by this policy; or 


(b) while the hazard is increased by 
any means within the control or knowl- 
edge of the insured; or 


(c) while mechanics are employed in 
building, altering or repairing the dé- 
scribed premises beyond a period of 
fifteen days; or 


(d) while illuminating gas or vapor 
is generated on the described premises; 
or while (any usage or custom to the 
contrary notwithstanding) there is kept, 
used or allowed on the described prem- 
ises fireworks, greek fire, phosphorus, ex- 
plosives, benzine, gasoline, naphtha or 
any other petroleum product of greater 
inflammability than kerosene oil, gun- 
powder exceeding twenty-five pounds, 
or kerosene oil exceeding five barrels; or 


(e) if the subject of insurance be a 
manufacturing establishment while op- 
erated in whole or in part between the 
hours of ten P.M. and five A.M., or 
while it ceases to be operated beyond 
a period of ten days; or 


_ (£) while a described building, whether 
intended for occupancy by owner or ten- 
ant, is vacant or unoccupied beyond a 
Period of ten days. 
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Of these conditions only (b) and (f) 
are retained; but “ten days” in the 
latter is changed to “sixty consecu- 
tive days.” 
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HE present policy suspends in- 

surance on any property while 
incumbered, without the consent of 
the insurer, by a chattel mortgage, 
and the insurance on any building 
ceases as soon as it, or “any material 
part” of it, falls. These restrictions 
are deleted. 


Hazards not now covered which 

will be covered under the revised 
form are lightning and “acts of de- 
struction [by order of a civil author- 
ity] at the time of and for the pur- 
pose of preventing the spread of fire, 
provided the fire did not originate 
from any of the perils . . . specifically 
excluded.” The insurer is not now 
liable for loss 
caused directly or indirectly by inva- 
sion, insurrection, riot, civil war or com- 
motion, or military or usurped power, 
or by order of any civil authority; or 
by theft; or by neglect of the insured 
to use all reasonable means to save and 
preserve the property at and after a 
fire or when the property is endangered 
by fire in neighboring premises. 
These exclusions are continued, ex- 
cept that “riot, civil war or commo- 
tion” are replaced by “bombardment, 
rebellion, [and] revolution.”5 The 
exclusion of loss “by explosion 
or lightning” now reads “by explo- 
sion or riot,” loss by ensuing fire still 
being covered. 


The present policy excludes from 
coverage in any event “accounts, bills, 
currency, deeds, evidences of debt, 
money, notes or securities”; the re- 
vised policy continues these exclu- 
sions with the exception of notes. 
“Bullion, manuscripts, mechanical 
drawings, dies or patterns” are not 
now covered unless specifically 
named; this list has been reduced to 
“bullion or manuscripts.” 


Other amendments of less signifi- 
cance are the following: invalid in- 
surance is no longer to be included 
in the amounts on the basis of which 
pro rata liability is determined ; pro- 
vision is made for the prohibition or 


5 Superintendent Pink, of New York, in his Pre- 
liminary Report for 1942, the following war 
clause for inclusion in the Standard Policy: ‘‘This 
company shall not be liable for loss or damage which 
may result from enemy attack, including any action 
taken by the military, naval or air forces of the 
United States in resisting enemy attack.’’ To take up 
coverage where the War Damage Corporation policy 
ceases to cover. Objection has been raised that such 
a provision would not be suited to conditions after 
the war and that it is not known what construction 
the courts will place on the war damage contract. 
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limitation of other insurance by en- 
dorsement ; the actual cash value of 
the property must be stated in the 
original inventory to be filed by the 
insured in case of loss; the proof of 
loss on a building must state ‘“‘whether 
or not it then [at the time of loss ] 
stood on leased ground; appraisal 
may be demanded in case of disagree- 
ment as to actual cash value, and ap- 
praisers are to state the “actual cash 
value” in their award instead of the 
“sound value”; each party, insurer 
and insured, shall notify the other of 
the appraiser selected within 20 days 
of demand for his appointment; the 
policy is not valid unless counter- 
signed by the duly authorized agent 
of the insurer. 


The revised contract may mean that 
underwriters will rely more on selec- 
tion of risks, and less on the protec- 
tion of defenses against claims. 
“Whatever disadvantages arise un- 
der the new statute in the necessity 
of more diligent investigation by the 
insurer would seem to be outweighed 
by the advantage in protection of in- 
nocent policyholders from avoidance 
of their insurance on the ground of 
numerous technical defenses.”® Per- 
haps equal advantages are reduction 
of detail work in planning coverage 
and writing policies, elimination of 
disputes on many points, and easier 
comprehension of what the fire insur- 
ance contract really means.? 


6 Columbia Law Review, XLII, 1233. 


7 The revised New York form will be required in 
Arizona commencing July 1, 1943, and its adoption is 
being seriously considered in New Jersey. 
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Shall Government pay benefits to the worker injured in industry, as they are paid to the 
unemployed and to the retired? England is thinking about it now. 


Workmen's Compensation Insurance 


Under the Beveridge Plan 


AST month in these pages 
there was dangled before our 


readers the skeleton of the 
lengthy and rather involved study 
of British social security problems 
which has come to be known as the 
Beveridge Report. This is, of course, 
the document titled “Social Insur- 
ance and Allied Services,” which was 
submitted to the British government 
by Sir William H. Beveridge about 
four months ago. It surveys the en- 
tire field of British social security, 
suggests that the scope of social se- 
curity be widened greatly there, and 
goes into meticulous detail as to the 
changes which the following of such 
a recommendation would entail. 
Parliament has given it a fairly 
friendly reception. Prime Minister 
Churchill, in his internationally- 
broadcast address of March 21, 1943, 
on post-war planning, was careful to 
laud its principles; he said: “You 
must rank me and my colleagues as 
strong partisans of national com- 
pulsory insurance for all classes for 
all purposes, from the cradle to the 


grave.” There can be no doubt that 
Beveridge’s proposals have aroused 
amazing if somewhat confused public 
interest on both sides of the Atlantic. 

Ordinarily this publication does 
not hold forth at much length upon 
questions so general as social secur- 
ity, being inclined to devote itself to 
such more modest projects as analysis 
of the standard automobile provisions 
or inquiry into the mental processes 
of the insurance agent. But it has 
become obvious that the Beveridge 
Report is required reading for any 
intelligent individual interested in in- 
surance — whether he is in the busi- 
ness or is a substantial policyholder. 
Last month we attempted to boil the 
Report’s several hundred pages down 
to readable length, in the hope that 
this would encourage such individu- 
als to get a copy of it for reading in 
the full text. A low-priced edition is 
available from the Macmillan Com- 
pany, New York, and as a forecast 
of a possible changed relationship be- 
tween our own social security and 
private insurance systems it is a vol- 


ume which should not be ignored. 


The plan proposes to make mini- 
mum security available to virtually 
everyone in Great Britain, and it de- 
fines social security as “the securing 
of an income to take the place of 
earnings when they are interrupted 
by unemployment, sickness or ac- 
cident; to provide for retirement 
through age; to provide against loss 
of support by the death of another 
person; and to meet exceptional ex- 
penditures such as those connected 
with birth, death and marriage.” In 
effect it proposes to furnish what is 
now available in the United States 
under our present social security 
setup, and to take on in addition 
many of the functions now considered 
both here and in England to be the 
province of private insurance carriers. 


In over-all application adoption of 
such a plan in this country probably 
would affect the life insurance car- 
riers to a greater extent than it would 
affect other types of insurers — be- 
cause it provides for the taking over 
by government of industrial life in- 
surance, for funeral benefits, and for 
the furnishing by government of what 
amounts to low-benefit accident and 
health insurance. Under it voluntary 
life insurance might well become a 
sort of luxury, of interest only to 
those who felt the need for much 
more substantial benefits than the 
plan provides. Since in theory the 
operation of the present social secur- 
ity system in the United States may 
have somewhat the same effect over 
a period of years, however, it may 
be that life insurance executives are 
correct in not becoming too exer- 
cised over what an American version 
of the Beveridge Plan would do to 
their business. 


But disturbing to all casualty in- 
surance executives whose companies 
write any considerable volume of 
workmen’s compensation insurance, 
and possibly to employers, should be 
the Beveridge Plan’s recommenda- 
tions in this field. Briefly it recom- 
mends that workmen’s compensation 
insurance be abolished entirely as a 
separate method of dealing with in- 
dustrial accident and disease, and that 
it become an integral part of the gen- 
eral social security system. This is 
no proposal for a “state fund” oper- 
ated on insurance company prin- 
ciples, such as is now seen in a num- 
ber of states in this country. It is 
a proposal under which every em- 
ploye would be covered, and which 
would be financed by contributions 
from employes, employers, and gov- 
ernment. Industrial disability up to 
thirteen weeks would be compensated 
upon the same basis as any other 





disability, or upon the same basis as 
any unemployment. Thereafter a per- 
manent pension would be awarded to 
the totally disabled individual, a tem- 
porary pension to the temporarily 
disabled individual until his disabil- 
ity should disappear, a partial per- 
manent pension to the partially 
disabled individual whose partial dis- 
ability should prove permanent. 


It is simple enough for anyone to 
make such recommendations, and 
simple enough to sniff at them as 
impractical. Probably similar ideas 
have been advanced before. But the 
Beveridge Report is different in that 
it examines the whole subject rather 
thoroughly, and makes out a plaus- 
ible case for including compensation 
for industrial disability within a gov- 
ernmental social security plan. This 
article is devoted to discussion of 
that section of the Beveridge Report 
having to do with workmen’s com- 
pensation insurance, although it can- 
not go into the subject to the same 
extent as the Report itself. Those 
interested in workmen’s compensa- 
tion insurance once again are advised 
to read the original text, together 
with the included memorandum from 
the Government Actuary, and the 
memorandum upon “Administrative 
Costs of Various Forms of Insur- 
ance.” 
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HE key to Beveridge’s think- 
ing upon workmen’s compensa- 
tion insurance is found in the fol- 
lowing statement from the Report: 


“What is needed is not a special ar- 
rangement for the industrially disabled, 
but rather a comprehensive scheme cov- 
ering all casualties, however caused. 
Such a proposal, however, could not 
arise out of the scheme of workmen’s 
compensation as it stands today. 


“The pioneer system of social secur- 
ity in Britain (workmen’s compensation) 
was based on a wrong principle and 
has been dominated by a wrong out- 
look. It allows claims to be settled by 
bargaining between unequal parties, per- 
mits payment of socially wasteful lump 
sums instead of pensions in cases of 
serious incapacity, places the cost of 
medical care on the workman or char- 
ity or poor relief, and over part of the 
field, large in the numbers covered, 
though not in the proportion of the 
total compensation paid, it relies on ex- 
pensive private insurance. (The Report 
does not consider mutual insurance as 
truly private insurance, other sections 
reveal). There should be no hesitation 
in making provision for the results of 
industrial accident and disease in future, 
not by a continuance of the present 
system of individual employer’s liabil- 
ity, but as one branch of a unified Plan 
for Social Security. 


“If the matter were now being con- 
sidered in a clear field, it might well 
be argued that the general principle of 
a flat rate of compensation for interrup- 
tion of earnings adopted for all other 
forms of interruption should be applied 
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also without reserve or qualification to 
the results of industrial accident and 
disease, leaving those who felt the need 
for greater security, by voluntary in- 
surance, to provide an addition to the 
flat subsistence guaranteed by the State. 
If a workman loses his leg in an acci- 
dent, his needs are the same whether 
the accident occurred in a factory or 
in the street; if he is killed the needs 
of his widow and other dependents are 
the same, however the death occurred. 
Acceptance of this argument and adop- 
tion of a flat rate of compensation for 
disability, however caused, would avoid 
the anomaly of treating equal needs dif- 
ferently, and the administrative and 
legal difficulties of defining just what 
injuries were to be treated as arising 
out of and in the course of employ- 
ment. Interpretation of these words 
has been a fruitful cause of disputes in 
the past; whatever words are chosen, 
difficulties and anomalies are bound to 
arise. A complete solution is to be 
found only in a completely unified 
scheme for disability without demarca- 
tion by the cause of disability.” 

The first question which occurs to 
anyone studying the workmen’s com- 
pensation section of the Beveridge 
Plan is, naturally, what benefits does 
the injured workman receive? And 
it is here that the plan does not seem 
impressive to those accustomed to 
thinking of benefits in terms of Amer- 
ican wage scales. Probably compari- 
sons with benefits now paid by the 
British insurance carriers to injured 
workmen, which are not immediately 
available, would be required to draw 
significant parallels with what bene- 
fits under such a plan would be in the 
United States. But amount of bene- 
fits has little bearing upon the prin- 
ciples of the plan, which are here 
being considered. 


During his first thirteen weeks of 
industrial disability the injured work- 
man would receive 24 shillings (about 
$5) a week, the same amount he 
would receive had he been injured 
away from his work or if he hap- 
pened to be unemployed. A depend- 
ent wife would make this benefit 40 
shillings a week (about $8). One 
child would add eight shillings a 
week more, this child being compen- 
sated for only if the worker were 
receiving other benefits. For children 
other than the first he would be 
paid a child’s allowance at all times, 
whether working or not. A worker 
with a wife and two children is taken 
as normal in some of the Beveridge 
tabulations, and such a man would 
thus have an income of about $11.30 
a week during the first thirteen weeks 
of disability. 


At the end of this time he would 
begin to receive an industrial pen- 
sion of two-thirds of his earnings 
when in full employment. The mini- 
mum would be what he would re- 
ceive weekly during his first thirteen 
weeks of disability; the maximum 
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would be £3 with further benefits 
for dependents. Again in the case of 
the worker with a wife and two chil- 
dren this would work out at 76 
shillings a week (about $15). This 
would continue as long as total dis- 
ability continued, up to life. In case 
of partial disability a proportion of 
the industrial pension would be 
granted on the same conditions, in 
accord with the loss of earning ca- 
pacity. 

When death results from industrial 
accident or disease the widow and 
other dependents would be given an 
industrial grant, funeral benefit, and 
various allowances depending upon 
the individual situation. 


Medical treatment of such injured 
workers would be provided as part 
of the general national medical serv- 
ice available to everyone. Rehabilita- 
tion also would be provided as part 
of a general service available to any- 
one who could profit by it. 


HE second question which oc- 

curs to anyone studying the 
workmen’s compensation section of 
the Beveridge Plan is, naturally, 
what is the cost of providing these 
benefits for the injured worker, and 
who pays the costs? This is rather 
more complicated under the Bever- 
idge Plan than under the usual sys- 
tem of workmen’s compensation in- 
surance, where the entire cost is paid 
by the employer as an incident of 
the cost of production. To answer 
requires some consideration of the 
calculations submitted by the Gov- 
ernment Actuary to the committee 
of inquiry which Beveridge headed 
while the plan was being evolved. 


The Government Actuary held that 
— in the light of present experience 
— it would cost about $61,000,000 
to cover industrial benefits, indus- 
trial pensions, and industrial grants 
during 1945, assuming that the Bev- 
eridge Plan were’ then in operation. 
This would be merely the total of 
what would be considered losses un- 
der private operation, but because 
of the integration of such benefits 
with the general social security plan 
it is felt that expense of administra- 
tion would be very low. 


Under the general plan all em- 
ployes would make an insurance con- 
tribution which would cover them 
for all benefits and services, and 
which would total about 86 cents per 
week. All employers would add to 


this an insurance contribution of 
about 66 cents per week per em- 
ploye. To this the National Ex- 
chequer would add about 34 cents 
per week per employe, which would 
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be contributed from funds raised by 
general taxation. The percentage of 
this devoted to ““workmen’s compen- 
sation” would provide about half the 
total of $61,000,000 required to meet 
each year’s payments under the in- 
dustrial disability and death section 
of the Beveridge Plan. 


To raise the remaining half recog- 
nition would be given to the fact 
that some industries are more haz- 
ardous than others. Employers in 
such industries — which -probably 
would include mines, quarries, rail- 
ways, docks, construction, shipping, 
and some types of manufacturing — 
would be subject to an additional in- 
dustrial levy based upon the hazards 
of the particular industry and upon 
the payroll of each employer within 
each hazardous industry. Approxi- 
mately two-thirds of such excess cost 
would be raised from the industrial 
levy upon employers within the haz- 
ardous industries. The balance would 
come from industry generally and 
from the National- Exchequer’s funds, 
which had been raised by general 
taxation, 


No study ever has been more will- 
ing to state the objections to its con- 
clusions, and the difficulties which 
may be encountered in carrying out 
its recommendations, than the Bev- 
eridge Report. Typical of this atti- 
tude is its discussion of the problem 
of alternative remedies. 


It points out that some of the 
needs for which maintenance of in- 
come under a plan for social security 
may be required may arise through 
causes which give the person in need 
a legal claim against another person. 
One of these is the industrial acci- 
dent in which the injured employe 
may have a claim against the em- 
ployer at common law apart from a 
claim under workmen’s compensa- 
tion, a situation more likely to rise 
under English law than under Amer- 
ican because of the election to pro- 
ceed under common law or work- 
men’s compensation which is given 
the British worker. Another is the 
accident where the person injured 
may have a claim against another 
person because of that person’s neg- 
ligence, as in the case of an automo- 
bile accident ; disability resulting from 
such accidents would entitle the in- 
jured person to benefits under the 
Beveridge Plan. 


The Beveridge Report admits 
frankly that it can do no more than 
raise such questions; it has no an- 
swers for them. It asks how far 
these other rights of the person in 
need of income should affect his claim 
under the social insurance scheme, 
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and whether the developments it pro- 
poses under social insurance should 
be accompanied by changes in other 
rights. 


In connection with possible com- 
mon law claims in industrial accidents 
it holds that the possible existence 
of an alternative remedy should not 
prevent an insured person from get- 
ting forthwith whatever social se- 
curity benefits he would be entitled 
to claim had he no such alternative 
remedy, upon the theory that prompt 
maintenance of income is the essence 
of social security. 


But it admits that no injured per- 
son should be the recipient of double 
benefits. He should get benefits at 
once without prejudicing his right to 
alternative remedies, but if he col- 
lects under the alternative remedy he 
should not get more than he would 
have gotten under one remedy. This 
might involve the injured person’s 
refunding to the social security fund 
the benefits he had received from it, 
in case he should collect under an 
alternative remedy. Or it might in- 
volve the reducing of the claim against 
the third party by the amount of 
social security which the injured per- 
son had received. 


The Beveridge Report holds that 
another practical question arises in 
connection with such situations — 
whether it should be left to the in- 
jured person to pursue his alternative 
remedy, or whether the government 
bureau which had paid the social 
security benefit should be entitled to 
proceed against the person who 
caused the accident, with or without 
the consent of the injured party, upon 
a sort of automatic subrogation basis. 


_ The type of accidents in which the 
injured person would have a right 
of action because of the negligence 
of the individual responsible for the 
mishap, the Report says, raises a 
number of questions which involve 
general principles and which are 
highly technical. Is it proper, in 
extending social security, to change 
the general law of liability for civil 
wrongs? If medical attention, for in- 
stance, is available to everyone under 
social security, is it proper to recover 
such expenses from the individual 
responsible for an accident? How 
about expense for medical service be- 
yond that furnished under social se- 
curity ? 
+ & J 


} be discussing its recommendation 
that the present system of work- 
men’s compensation insurance by pri- 
vate carriers be done away with, and 
that it be handled as part of an in- 
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SIR WILLIAM H. BEVERIDGE 
« specific to the shilling . . ." 


tegrated social security system, the 
Beveridge Report wastes little time 
in getting down to bedrock. After 
a brief summary of the history of 
workmen’s compensation in England, 
and an equally brief tribute to the 
benefits it has conferred upon the 
worker, it asserts that the system is 
outmoded. It lists the following dis- 
advantages of the system, not all of 
which are applicable to the system of 
workmen’s compensation current in 
the United States: 


1. The present system rests upon the 
threat of resort to litigation, so that ac- 
cidents not the fault of the employer 
are treated by methods applicable to 
fault. This makes for contention be- 
tween employer and employe, and the 
possibility of necessity of paying heavy 
legal fees is always present. 

2. No machinery is provided to assist 
the employe in presenting his claim. 

3. Since the carrying of workmen’s 
compensation insurance is compulsory 
only in the mining industry, there is no 
complete certainty that the injured em- 
ploye will be compensated. 

4. The prevalence of lump sum set- 
tlements works against maintenance of 
necessary income for the worker, espe- 
cially since he is afraid to work while 
awaiting a settlement because it may 
prejudice his claim. 


5. Disputes as to the causes of acci- 
dents, and the responsibility for paying 
for them, are frequent. 

6. Definitions of dependents under 
workmen’s compensation differ from 
those under unemployment compensa- 
tion. 


7. The costs of administration are 
higher under workmen’s compensation 
than they would be under compulsory 
social insurance. The administration 
cost in stock companies runs as high 
as 45 per cent of the premiums; even 
in mutual companies it ranges from 7 
per cent to 20 per cent. 

8. In case of industrial diseases it is 
difficult to determine which employer 
is responsible for the incurring of the 
disease. 
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WINSTON CHURCHILL 
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9. In England insurance companies 
apparently give very meager medical 
care and little or no rehabilitation. 


HE Report then goes into the 

details of its own plan for fitting 
industrial disability into the general 
social security picture, the highlights 
of which have been set out previ- 
ously. It concludes, after having ad- 
mitted that certain industries are 
above the average in hazard, by giv- 
ing some recognition to the necessity 
for safety measures. This it pro- 
poses to accomplish by the setting up 
of statutory associations in certain 
industries. 

“In all these industries,” it ex- 
plains, “as in many others that are 
less hazardous, employers have pro- 
vided against their individual liabil- 
ities for compensation by forming 
mutual indemnity companies spe- 
cially associated with those industries. 
Within the framework of a general 
scheme of social security covering dis- 
ability due to industrial accident and 
disease as well as all other forms of 
disability, there is advantage in rec- 
ognizing the specialized character of 
industrial accident and disease by set- 
ting up, at least in every industry 
scheduled as hazardous, and therefore 
liable to the special levy proposed, a 
statutory association of employers 
- employes to deal with this prob- 
em.” 


Suggested as among the proper 
functions of such statutory associa- 
tions are: the promotion of safety 
in the industry by education and re- 
search into accident causes; promo- 
tion of measures for rehabilitation 
and reemployment in the industry, be- 


yond those provided by the general 
system ; advice on regulations affect- 
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ing safety in the industry, the sched- 
uling of industrial disease, and 
methods of assessment of earnings ; 
collecting from individual employers 
their quotas of the total industrial 
levy required from the industry as a 
whole; establishment of schemes to 
supplement the benefits statutorily 
secured to all injured employes. 


The Beveridge Report’s recom- 
mendation is that such statutory as- 
sociations should be made up of both 
employers and employes in each in- 
dustry, but that the employers should 
be permitted to decide questions 
which affect them alone, such as the 
assessing of the industry’s levy upon 
such merit rating or other basis as 
they thought most conducive to pre- 
vention of accident and disease, and 
to the consequent eventual reduction 
of the levy. The main purpose of 
such statutory associations, however, 
would be to utilize the knowledge 
and initiative of those concerned in 
each industry to make it as safe as 
possible and to mitigate the conse- 
quences of accidents and injuries that 
could not be prevented. 


ERHAPS the most interesting 

discussion in the section having 
to do with supersession of the pres- 
ent workmen’s compensation insur- 
ance system is that concerning the 
case for special provision for indus- 
trial disability and for a_ special 


method of meeting the cost of indus- 


trial disability. 

It points out that three arguments 
may be advanced for distinguishing 
between industrial disability and other 
forms. The first is that many indus- 
tries vital to the community are also 
very dangerous. Since it is essential 
that men should enter such industries 
they are entitled to special provision 
against the risks they take; those of 
them who suffer prolonged or per- 
manent disablement or death should 
have a claim to compensation related 
to their earnings and not merely the 
common subsistence minimum. The 
second is that a man disabled in the 
course of his employment has been 
disabled while working under or- 
ders, which is not usually true of 
other disability. Third, only if special 
provision is made for the results of 
industrial disability, irrespective of 
negligence, would it appear possible 
to limit the employer’s liability at 
common law to the results of actions 
for which he is morally responsible, 
and not responsible simply because of 
some principle of legal liability. The 
Report admits that these are strong 
arguments which must be taken into 
consideration in any realistic approach 
to the problem of ing compensa- 
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tion for industrial disability part of 
the general social security system. 


“Provision for industrial accident 
and disease by workmen’s compensa- 
tion in Britain differs from the pro- 
vision made by social insurance for 
other interruptions of earning, not 
only in the basis upon which the com- 
pensation or benefit is calculated, but 
also in the method by which the 
necessary funds are obtained,’ the 
Report declares. “The form in which 
provision for industrial accidents was 
made when workmen’s compensation 
began in 1897 had two consequences. 
First, it threw the whole cost in the 
first instance upon the employers; 
second, it adjusted the burden in each 
industry to the degree of risk in that 
industry. This method was justified 
in 1897 by the Home Secretary of 
that time, in introducing the work- 
men’s compensation bill, on the 
ground that ‘when a person on his: 
own responsibility and for his own 
profit sets in motion agencies which 
create risks for others he ought to 
be responsible for what he does.’ This 
principle, enunciated when the work- 
men’s compensation act was being ap- 
plied to a limited class of industrial 
undertakings, is clearly appropriate 
only to a system of individual liabil- 
ity and is not even verbally applicable 
to workmen’s compensation, with its 
present extension to a large range of 
employments which are not conducted 
for profit, including both all employ- 
ments under public authorities and 
those of domestic and institutional 
service. More important than this, 
the principle that each industry should 
bear its own risks of accident, con- 
flicts with the principle which has 
found growing acceptance in other 
fields, of pooling of risks in social 
insurance.” 

While admitting that the argument 
for pooling has force, the Report 
makes clear that this makes impos- 
sible the assessing of the entire cost 
against the employer. It holds that 
there is a community of interest be- 
tween all industries, and that this 
community of interest applies to em- 
ployes as well as to employers. The 
number and severity of accidents can 
be diminished or increased by greater 
or less care, so that it is proper that 
part of the risk of industrial accident 
or disease should be borne separately 
by employers in each industry. But 
since some accidents are inevitable 
part of the risk should be pooled. 
The conclusion is that, in meeting 
the cost of industrial disability as 
far as cash benefits for disabled per- 
sons are concerned, a combination of 
methods is the right course to pursue. 
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What Does the Producer Want to Know? 


By ARTHUR GORDON JEFFREY 








HE rostrums of insurance con- 
ventions and the columns of in- 
surance trade papers — to say 
nothing of the columns of insurance 
company house organs — invariably 
are well supplied with individuals 
who “know the producer’s view- 
point”, are “agency-minded”, have 
been “out on the firing line”, or are 
prone to describe their qualifications 
to give advice with some similar 
phrase. Such concern for the prob- 
lems of the men and women who rub 
elbows with the buying public, and 
such real or alleged understanding 
of their problems, are by no means 
peculiar to the insurance business. 
Counterparts of such individuals can 
be found in virtually every business 
or profession, and retailers and others 
who contact the public in any line of 
endeavor are apt to show the same 
skepticism of many of the claims and 
proposals advanced by such persons 
that insurance producers show. 
There is a very human tendency 
to sneer at this solicitude for the 
agent, the broker, or other producer. 


But there is no doubt that the practi- 
cal views of the producer cannot be 


ignored successfully. After all is said 
and done, he does produce the pre- 
mium income without which there 
could be no insurance business or 
protection of the public. Probably, 
assuming that a large enough sample 
is taken, the views of the producer 
will come closer to reflecting the fun- 
damental concerns of the insurance 
business than will the views of any- 
one else. 


Finding out just what the producer 
has in his craw at the present time— 
what problems are bothering him in 
a practical way, what the questions 
are to which he seeks answers — is 
far from an easy task. He may not 
like to ask his companies for too 
much information upon subjects he 
feels he should understand. He may 
not know where to go for certain 
information. He may be of the type 
who is inclined to keep his troubles 
to himself. 

In an effort to secure a fresh and 
reliable cross-section of what pro- 
ducers are thinking about and what 
they want to know the writer recently 
consulted the editor of a prominent 
insurance publication, the function of 
which is to furnish an educational 
and technical service in the fire insur- 


ance and casualty insurance fields, 
and which receives in the course of 
a year countless inquiries from men 
and women throughout the United 
States who are engaged in various 


phases of the insurance business. His 


observations, which make up this 
article, should be of high interest to 
anyone who has been trying to guess 
the producer’s state of mind, espec- 
ially since the editor asserted that no 
one had ever thought of questioning 
him on this subject before. He pointed 
out that his correspondents might be 
open to the objection that they rep- 
resent a group that is sufficiently 
interested in the problems of the 
business to spend time and money on 
the service which his organization 
provides. But against this charge that 
he is speaking only of “upper crust” 
producers, without making any esti- 
mate of the proportion of the whole 
which they constitute, he pointed out 
that this group cerainly represents the 
agents upon whom the business really 
depends and to whom both the com- 
panies and the public must look for 
continued service, protection, and in- 
come. 


Any recipient of “fan mail’, the 


editor observed, gets the usual num- © 


ber of letters from cranks, persons 
with axes to grind, and those seeking 
to trick the answerer into a position 
which can be used as a lever on 
others. Usually these can be spotted, 
and ignored or evaded; the balance 
gives an excellent cross-section of 
agency opinion and problems. 


The most noteworthy feature of 
these inquiries from producers is that 
they are as sensitive to major develop- 
ments in the news as a iy news- 
paper is. Whatever L 
may be charged 77) a 
about insurance UM 
companies seeking 
to repeal the calen- ry 
dar, the producer is 
first and foremost ——— 
troubled about 
problems of coverage and rts 
operation brought about by current 
conditions. A year ago producers 
wanted to know the extent to which 
the various policies covered losses 
allied with war. This has become 
more or less understood, and now the 
big question is the effect of restric- 
tions on building, labor, and materials 
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in the settlement of insurance losses. 

Producers questioning along these 
lines want to know, first, the extent 
to which damaged property may be 
repaired and, second, the extent to 
which delays in repairs are covered 
by use and occupancy, rent, and other 
policies. Their inquiries, incidentally, 
reveal a great deal of confidence in 
the insurance companies which they 
represent. It is when company men 
themselves are confused, and give 
evasive or conflicting answers, that 
the agent begins to become really con- 
cerned and to look for outside infor- 
mation. 

ee @ ® 


ESPITE the fact that he must 

realize that it is the courts and 
not the companies which interpret 
policies, the producer still wants his 
companies to tell him clearly how 
they will regard any particular loss. 
If the contract is not clear, he wants 
it rewritten so that there can be no 
argument. A Supreme Court decision 
clearly answering a question means 
less to the producer — and this in- 
cludes intelligent and outstanding 
ones — than the word of his com- 
panies that they will pay the hypo- 
thetical loss in question. It also speaks 
well for the companies that the edi- 
tor’s mail has never contained a letter 
charging that a company had refused 
to pay any loss after having promised 
that it would. 

Perhaps the latest changes in use 
and occupancy and other forms will 
answer many of these questions. Per- 
haps they will only confuse producers 
more, as the difficulty of deciding how 
much of a loss is due to applicatior 
of government restrictions and how 
much is “normal” becomes apparent. 
There is no doubt, however, that the 
average producer would much prefer 
that his companies refuse to insure 
a certain risk — even though he dis- 
agrees with their judgment — to hav- 
ing to face an uncertainty in coverage. 

Next on the list, and also very 
timely, are questions dealing with the 
new fire insurance forms introduced 
in many jurisdictions. These forms, 
mostly for dwellings and household 
furniture only, usually incorporate 
two important changes. First, they 
reduce clerical work by cutting the 
number of entries and including var- 
ious optional coverages, such as the 
extended coverage endorsement, 





which previously required a separate 
form or endorsement. In many juris- 
dictions they also simplify the records 
and daily report to the company. 
Second, they provide coverage away 
from the main premises, such as on 
or in outbuildings and, in some cases, 
at any other location. 


Since these forms commonly are 
used on risks not working up a very 
large premium, it might be supposed 
that they would not engage much of 
the average producer’s attention. 
They represent a “bread and butter” 
line to many a producer, however, 
and any change in them is followed 
keenly and brings out an instant re- 
action. Many of the questions bring 
out peculiar situations involving a 
policyholder’s property, some of these 
situations understandably being of a 
type which never occurred to the 
drafters of the form in question. 
These observations from producers 
on the spot probably have resulted 
often in form revisions, and hence 
they have served the business well by 
bringing up such matters. 


One major exception to the rule of 
timeliness in questions is the constant 
interest in the property damage lia- 
bility exclusion of liability for damage 
to property in care, custody or con- 
trol of the insured. As long as this 
exclusion has been in policies it ap- 
pears to have been a source of trou- 
ble. Claims involving it usually have 
been too small to warrant the expense 
of a law suit, so that court decisions 
throw little light on it. But apparently 
it arises often in connection with 
claims, because producers submit 
more actual cases on this than on 
any other clause. Here again the 
vagueness of the clause seems to ir- 
ritate producers more than the actual 
denial of liability. It cannot be overly 
pleasing to the public, either. It can- 
not be said that any one class of pro- 
ducers has more trouble with it than 





HERE ARE THE FIVE QUESTIONS 
MOST FREQUENTLY ASKED 


How do present conditions affect 
property insurance, business inter- 
ruption, and rent settlements? 


How are the new fire imsurance 
forms interpreted? 


What does the property damage 
liability exclusion of property in the 
care, custody or control of the insured 
mean? 


Why are not forms revised to avoid 
as many ambiguities as possible? 


What can we tell policyholders 
about tax matters intertwined with 
insurance? 
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others, nor do company executives 
seem particularly sold on it. Perhaps 
it is too much to hope that it will be 
generally removed, even with a com- 
pensating increase in premiums. Pro- 
ducers apparently would like such a 
development very much, and many 
have predicted that more property 
damage liability insurance would be 
sold if this should come to pass. If 
there are good and sufficient under- 
writing reasons why it cannot be re- 
moved many producers feel the whole 
insurance business would be happy 
were it enlarged and amplified so that 
it could be more clearly understood. 


HE new comprehensive liability 

forms also are currently popular 
agency matters. To judge from in- 
surance company advertising the pro- 
ducers seem to understand the value 
of these contracts better than the 
company men do. Despite the attempts 
of many companies to inspire such 
action, producers do not seem to have 
become particularly excited over 
using these policies to take up the 
slack caused by automobile liability 
rate reductions. Rather they seem to 
appreciate these policies for their own 
worth, and regard them as practically 
ideal forms. The policies appeal to 
virtually any person maintaining a 
household who has the average con- 
cern over his liability and financial 
responsibility, and who is willing and 
able to spend a small sum to protect 
himself. And they are regarded as 
excellent items to solicit, because the 
premium is “just about right”. It is 
low enough to be no sales obstacle, 
but high enough to make it worth the 
producer’s time to push it. Despite 
all the nagging that insurance com- 
pany promotion departments can de- 
vise, the average producer seems to 
feel that he cannot spend too much 
time chasing $5 premiums. If it is 
put up to $10 or $20, wrapped around 
a policy with some appeal, the pro- 
ducer then seems to be interested. 
This appears to be the status of the 
personal liability policy today. 


There are, however, a number of 
questions evoked by the personal lia- 
bility form. Coverage for domestic 
servants is still a problem, and the 
rules for determining the premium 
are still uncertain. Most producers 
undoubtedly would welcome a form 
in which employer’s liability was in- 
cluded in the policy automatically and 
the premium increased to cover this, 
with no separate calculation. It is 
obvious from their letters that the 
average member of the public thinks 
first of his possible liability to domes- 
tic servants when he buys this insur- 
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ance. Why, then, asks the producer, 
must we quote him the premium and 
the coverage as an “extra”? 


Producers are becoming more and 
more interested in tax matters, doubt- 
less because policyholders and pros- 
pects are bringing this subject up 
more and more. Most of them, for- 
tunately for the business, are show- 
ing no desire to imitate the mistake 
many life insurance men made a few 
years ago, when they loaded them- 

selves up with tax 
knowledge and be- 
gan to prescribe 
ways of setting up 
estates to beat tax- 
ation. Almost  in- 
variably such plans 
boomeranged as 
tax laws were changed, and as 
“expert opinions” met with little sym- 
pathy from courts and tax commis- 
sioners. The producers writing gen- 
eral business do not want to do this 
but, when an insurance buyer inter- 
jects a tax question into an insurance 
discussion, they want to know what 
to say. 


One of these questions concerns 
deduction of insurance premiums 
from income, for tax purposes. This 
should admit of a simple answer that 
this expense, if for business purposes, 
is a legitimate deduction. Many pro- 
ducers, however, seem to have be- 
come confused by the efforts of some 
super-salesmen to talk about buying 
insurance with “60-cent dollars”. 
Here is a case where apparently a 
little information in straight language 
is all that is needed. 


_ A current and almost stock objec- 
tion to buying use and occupancy in- 
surance is that the insured has to pay 
much of his profit out in taxes, so 
he does not think he should pay a 
premium on this portion of his earn- 
ings. Producers to whom this objec- 
tion is presented,seem mostly to un- 
derstand that business interruption 
insurance can only put the insured 
where he would have been had no 
loss occurred. The insured would 
have had to pay taxes if he had con- 
tinued to operate, hence insurance 
companies are not miracle workers 
capable of devising a Utopian system 
under which they can provide the in- 
sured with his profit and the govern- 
ment with no tax. However, the 
producer apparently has this argu- 
ment put up to him so often that he 
turns to others for encouragement. 
Perhaps a more direct and frank ap- 
proach to this subject on the part of 
insurance companies would go far 
toward remedying this state of affairs. 
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Still another tax question which 
arises is that of taxation on insurance 
proceeds. About a year ago a tax 
service misinterpreted a Board of 
Tax Appeals case and advised its 
subscribers to carry use and occu- 
pancy insurance under the per diem 
form, because its proceeds were not 
subject to income tax. This case was 
a freak, did not involve a standard 
form, and apparently was decided 
under a misconception. Nevertheless 
producers throughout the country 
were startled and were put to un- 
limited trouble when yen policyhold- 
ers began presenting this recommen- 
tation to * aaa It is still bobbing up 
a year later, and apparently will con- 
tinue to plague insurance men for 
many years to come. As time has 
dulled the memories of tax advisers 
it is even now creeping into discus- 
sions of property insurance settle- 
ments. 


While the coverage of war risks 
and risks allied with war is not as 
frequent a question as it was a year 
ago, it still arises regularly, and prob- 
ably will continue to rise as long as 
the war lasts. 


HE character of the questions, 

particularly those posing hypo- 
thetical losses, changes from time to 
time. The early questions were on 
actual enemy action, Then came a 
wave of interest in questions such as 
crashes of training airplanes, which 
had died down before there were 
many such accidents. Blackouts got 
their share of attention. Despite the 
work of the companies in publicizing 
statements on coverage of emergency 
war activities in automobile and gen- 
eral liability policies, there never 
seemed to be much interest in this on 
the part of producers. Also, while 
lawyers pondered over possible legal 
developments from automobile acci- 
dents in blackouts, this did not seem 
to bother producers much. They ap- 
parently wanted to be sure that 
policyholders were covered, and were 
content to let claims departments set- 
tle matters of liability. 


A regular subject of interest is the 
relationship of the producer to his 
companies, his solicitors, brokers and 
other producers. On the average 
they seem to take their responsibili- 
ties rather more seriously than many 
believe. Agents regularly ask how 
far they can go in binding their com- 
panies, the extent to which they are 
responsible for acts of a solicitor, 
whether collection of premium by a 
broker or solicitor binds the company, 
ownership of expirations and other 
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records, and similar questions. The 
proper method of cancelling policies 
is another popular question, despite 
the obvious fact that the company 
ought to tell a producer how it wants 
it done, since the company and not 
the producer may have to pay a loss 
if the method is faulty. 


Office management questions also 
come in regularly, and any observer 
will confirm that a good session on 
this subject will be popular at any 
convention. While questions of rou- 
tine and accounting are best answered 
by firms specializing in these subjects, 
there are many in- 
quiries on equitable 
= agreements with 

solicitors and em- 

ployes which will 

\ provide the proper 

incentive and also 

for suggestions on 

how to attract desirable personnel into 
the business. 







Under current conditions many 
producers find policyholders doing 
war work and knowing no more 
about government regulations than 
they do. Often they try to find out 
what lines of insurance are required 
by the government, what forms must 
be used, how the premium should be 
charged, the possible liability of the 
policyholder for losses not required 
to be insured, and the like. They 
show a great interest in coverages 
developed to meet these needs. 


The editor’s conclusion is that pro- 
ducers — at least those interested 
enough in their business to make in- 
quiries about their problems—do take 
their responsibilities seriously. While 
they are not always right, he believes 
that they do make an effort to serve 
the policyholder and that they are not 
fundamentally antagonistic to the in- 
surance companies. Producers would 
prefer that their companies tell them 
how a policy should be interpreted, 
rather than having the Supreme 
Court tell them. Many of their most 
perplexing questions arise out of con- 
tracts which are not clear, and out 
of practices which have not crystal- 
lized. Their problems move with the 
times and undoubtedly will continue 
to do so. If company officials in 
contact with producers are seeking 
advice on this matter, the best sug- 
gestions probably would be: Do not 
underestimate their capacity, their 
interest, or their loyalty to the com- 
panies; make the forms as clear as 
possible; remember that last year’s 
question probably has been answered, 
so concentrate on the answer to this 
year’s question. 


New York Safety Conference 


THE WARTIME PROBLEMS OF AUTO- 
MOBILE TRAFFIC ON DIMLY LIGHTED 
streets, the hazards of aircraft pro- 
duction and the question of glamour 
versus safety in clothing for women 
workers were seriously considered by 
those in attendance at the fourteenth 
annual convention of the Greater New 
York Safety Council held in New 
York City on March 23rd to 25th. 
A trend of the times was seen in the 
establishment of a special section of 
the conference to consider the haz- 
ards involved in the manufacture of 
airplanes and in the operation of air 
transport lines. 

An interesting discussion of cloth- 
ing for women workers was presented 
by Miss Helen Shell, Women’s Coun- 
sellor for the Wright Aeronautical 
Corporation, Paterson, New Jersey. 
She said that women war workers 
want to wear clothes which incor- 
porate glamour as well as safety fea- 
tures. While no one working garment 
will satisfy every requirement, the 
working clothes selected for specific 
jobs should have style, be safe and 
assure comfort at an economical price. 
Miss Shell pointed out that the 
greatest hazard to the working 


woman is her hair which may easily ' 


be caught in moving machinery and 
in many cases is actually pulled into 
the machinery by static electricity. 
The hair should be covered by a 
visored cap, a turban or a beret. 

Women dislike the safety taboo on 
jewelry but put up with it when they 
understand the reason for it. It is 
important that the working women 
be given a choice of working clothes 
and that they should be told why 
clothes of a particular type are neces- 
sary. 

An unusual feature of the meeting 
was a round-table discussion partici- 
pated in by men and women truck 
drivers, bus drivers and taxi drivers. 
The resulting discussion indicated a 
general belief that women can replace 
men in many automobile driving op- 
erations. The men drivers seem to 
feel that the women are just as ex- 
pert and just as considerate in hand- 
ling their vehicles as the men drivers. 
The only type of driving which the 
women seem to feel they could not 
handle is that where a very large 
number of stops is necessary, such as 
in the delivering of milk or packages. 


Many recent safety moving pictures 
were shown for the benefit of those 
in attendance. Information was pro- 
vided regarding the distributors of 
the various moving pictures shown 
and the method by which they may 
be secured for local showing. 
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Manpower shortages are causing manage- 
ment much anxiety. All practical methods 
for the conservation of productive hours are 
being effected. One of the most practical and 
profitable ways of obtaining results in man- 
hour savings is through accident prevention 
programming. Thirty-one years of specializa- 
tion in effectual Safety Engineering planning 
for Workmen’s Compensation policyholders 
has given this organization a fund of useful 
experience on the procedures most success- 
ful in preventing losses of productive time 
resulting from accidents. 


Our policyholders who avail themselves of 


this accident prevention cooperation, which 
is afforded them at no cost, are making two 
important wartime savings. The first is a 
substantial increase in productive man-hours 
because of effective Safety Engineering plan- 
ning; while a further saving is effected in 
lower Workmen’s Compensation insurance 
rates, which are governed to a large extent 
by accident ratios. 


Your organization will find many points in 
its favor through the selection of this Com- 
pany’s Mutual plan of insurance service that 
includes both prevention and protection. 


MICHIGAN MUTUAL LIABILITY COMPANY 


163 Madison Avenue 


Workmen’s Compensation 


Automobile 


Detroit, Michigan 


General Casualty Insurance 


through its affiliate 


ASSOCIATED GENERAL FIRE COMPANY 


it writes Fire Insurance and Allied Lines 











XX LONG as you drive a car you still need the protection in- 
surance can give. Automobile mileage has been rationed, 
but driving hazards continue. 


Today Hardware Mutuals offer new, drastically lowered auto 
rates—plus the opportunity for dividend savings that have aver- 
aged 20% of auto premiums paid since 1914. And you get the 
thorough protection assured by Hardware Mutuals policy Sack 
of the policy. 

Be sure, too, that your home fire insurance is in line with 
today’s increased property values. In towns having fire protection, 
the dividend savings to home owners on Hardware Mutuals full 


rrr, 
€2 
° 


FEDERATED HARDWARE MUTUALS 


Hardware Dealers Mutual Fire Insurance Company, Home Office, Stevens Poimt, Wisconsin 


Mutual Implement and Hardware Insurance Company, Home Office, Owatonna, Minnewta 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office, Steven: Posnt, Wisconsin 


standard policies have never been less than 40%. Hence, if your 
property is under-insured, you may be able to increase your 
coverage at no extra cost. 

Hardware Mutuals policy back of the policy —our way of doing 
business —makes your interest our first consideration. Sound, 
efficient management and careful selection of risks have returned 
a total of over $82,000,000 in dividend savings to policyholders. 

Licensed in every state, with offices in principal cities, you 
receive 24-hour a day nation-wide claim service—deal directly 
with full-time representatives. And all Hardware Mutuals insur- 


ance is issued on a NON-ASSESSABLE basis. 


Hardware Mutuals 


Stevens Point, Wis. * Owatonna, Minn. 


Compensation, Automobile and other lines of 


CASUALTY AND FIRE INSURANCE 








